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PETRO CANADA 


Officers 


Wilbert H. Hopper 


Chairman of the Board and 
Chief Executive Officer 


Andrew Janisch 


President and 
Chief Operating Officer 


Joel I. Bell 


Executive Vice-president 


David P. O’Brien 


Senior Vice-president, 
General Counsel and 
Corporate Secretary 


Sam Stewart 
Senior Vice-president 


Robert A. Meneley 


Group Vice-president 
Offshore and International 


James M. Stanford 


Group Vice-president 
Mainland Canada 


V. Glenn Sundstrom 


Group Vice-president 
Marketing and Manufacturing 


Douglas B. Bowie 


Vice-president 
Environmental and Social Affairs 


A. Rae Campbell 


Vice-president 
Corporate Planning 


Kenneth G. Donald 


Vice-president 
Coal 


Fred. B. Grant 


Vice-president 
Treasurer 


David T. McKay 


Vice-president 
Information Systems and Services 


William Morrow 
Vice-president and Controller 


James Scurr 


Vice-president 
Human Resources and 
Corporate Administration 


Peter M. Towe 


Vice-president 

Chairman 

Petro-Canada International 
Assistance Corporation 


Robert S. Vincent 


Vice-president 
Downstream Development 


Muriel Rhynes 


Assistant Secretary 


Divisional Officers 


Offshore and International Division: 


Robert A. Meneley, President 
Ronald J. Bell, Vice-president, Drilling 
Fred G. Rayer, Vice-president, Exploration 


Mainland Canada Division: 


James M. Stanford, President 

lan G. Bryden, Vice-president, Production 

Peter F. Cotsworth, Vice-president, 
Heavy Oil 

William B. Thompson, Vice-president, 
Exploration 


Petro-Canada Products Division: 


V. Glenn Sundstrom, President 

Thomas H. Allman, Vice-president and 
Treasurer 

Gordon A. Craig, Vice-president and 
Comptroller 

John A. Dodd, Vice-president, 
Manufacturing 

Stephen D. Lathrop, Vice-president, 
Western Operations 

Alex W. McLeod, Vice-president, 
General Counsel and Secretary 

Nicholas H. Van Son, Vice-president, 
Supply and Logistics 


Special Projects Division: 

Thomas F. Scott, Vice-president, 
Canstar Oil Sands Ltd. project 

George W. Sinclair, Vice-president, 
Arctic Pilot Project. 


Corporate Profile 


Petro-Canada is a fully integrated) 
energy corporation totally owned: 
the Government of Canada. ; 
Established by Act of Parliament! 
1975 as a Schedule D Crown 
Corporation, Petro-Canada begar’ 
operations in 1976. Since that tim 
three major acquisitions and an 
aggressive development program) 
in all sectors of the industry have 
contributed to the evolution of th 
Corporation as a major integrate 
company with an asset base of $6 
billion. Petro-Canada’s 5 800 
employees are located from coast 
to coast. The Corporation’s head! 
office is in Calgary, Alberta. | 


Head Office 

P.O. Box 2844 

Calgary, Alberta 

T2P3E3 

Telephone: (403) 232-8000 
Telex: 03825753 
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_ _PETRO-CANADA 


Five Year Financial and Operating Summary 


: 


Summary of 
Earnings 


(in thousands 
of dollars) 
} 


Other 
Financial 
Data 

‘in thousands 
of dollars) 


Dail 
>roduction 
net before 
oyalties) 


’roven 
{eserves 
ret before 
dyalties) 


farketing 


| 
| 
/ 


mployees 


lotes: 


1981 1980 1979 1978 LOTT, 
(Note 2) (Note 2) 
Revenue $2 715 777 $1 035 154 $ 766 295 $ 205 095 $ 92 693 
Expenses 2 286 759 716 004 913273 128 600 62 280 
429 018 319 150 253 022 76 495 30 413 
Deduct: Provision for income taxes 225 174 155 464 121 968 42 109 20 898 
Minority interest eae ete 5 049 7 010 cat 
Net earnings before preferred 
share dividends of subsidiary 203 844 163 686 126 005 27 376 2515 
Preferred share dividends of 
subsidiary 138 971 107 937 95 846 13 636 — 
Net earnings after preferred 
share dividends of subsidiary $ 64 873 $ 55 749 $ 30 159 $ 13 740 Se D15 
Working capital provided from 
operations $ 526 970 $ 457 550 $ 357 684 $ 113 168 $ 55 884 
Capital expenditures 709 881 439 533 367 652 247 304 188 705 
Acquisition of subsidiary 
companies 825 500 — 749 528 746 861 = 
Total assets 6 612 533 3 766 766 3 411 321 3 348 913 878 696 
Working capital (deficiency) 697 406 135 205 186 063 82 824 (733) 
Long-term debt (Note 3) 284 177 283 075 329 506 337 116 214 000 
Revolving term loan 566 829 _ — — — 
Minority interest in subsidiaries 787 450 — — 279 790 = 
Preferred shares issued by a 
subsidiary 1 464 375 1 464 375 1 464 375 1 464 375 aa 
Convertible notes 461 767 — _— — — 
Shareholder’s equity 1 640 444 1 114 599 978 850 802 691 551 148 
Domestic production from oil 
and gas wells 
— Crude oil and natural gas 
liquids (thousands of m°) 11.3 9.9 1a 10.9 4.4 
— Natural Gas (millions of m°) 10.7 9.3 HS 10.7 25 
Synthetic crude oil 
(thousands of m?°) 21 15 12 =o = 
Foreign crude oil 
(thousands of m°) 0.2 0.2 ae = — 
Domestic (Note 4) 
— Crude oil and natural gas 
liquids (millions of m*) 53.8 48.7 50.4 50.5 24e1 
— Natural gas (billions of m>) 137.3 115.4 107.8 118.7 23.1 
Foreign 
— Crude oil and natural gas 
liquids (millions of m°) 0.9 1.0 1.0 1.0 — 
— Natural gas (billions of m°) 0.4 0.5 — _ 
Sales Volumes (millions of m°) 
— Gasoline and distillates 4.0 1.4 {3 0.2 — 
— Natural gas liquids 12 1.2 12 0.2 == 
— Marketing Outlets 1 504 407 420 426 a 
Number at December 31 5 801 2 823 2 246 2 038 649 


i: 


Certain reclassifications have been made to the figures previously reported for earlier years to reflect subsequent 
changes in reporting presentation. 


- Financial and operating results are included from November 11, 1978 for the former Pacific Petroleums Ltd. and from 


May 12, 1981 for the former Petrofina Canada Inc. operations. 


3. Long-term debt includes current maturities. 


The proven reserves figures do not include synthetic crude oil reserves resulting from the Corporation’s interest in the 
Syncrude Project. 


Message from the 


Chairman 
of the Board 


On behalf of the Board of Directors, I am 
pleased to present the 1981 Petro-Canada | 
annual report for the fiscal year ended 
December 31, 1981. 


This year was marked with the acquisition 
of Petrofina Canada Inc. In early 1981, 
Petro-Canada reached agreement with 
Petrofina S.A., headquartered in Brussels, 
Belgium, to purchase all of the assets of 
Petrofina Canada for a total of $1.61 
billion. This acquisition added to 
Petro-Canada’s oil and gas production, its 
land base and its oil and gas reserves. In 
addition, Petro-Canada acquired a further 
five per cent interest in the Syncrude 
consortium and an additional eight per | 
cent in the Alsands Group. As well, by th 
purchase, Petro-Canada now has a major, 
refinery in eastern Canada and the only | 
nation-wide Canadian marketing system. 


The year 1981 was notable in one other 
area of Petro-Canada’s operations. 
Petro-Canada’s mandate since the creatior 
of the company has been to explore the _ 
frontiers. This it has done at an j 
unparalleled level and pace. More than 3( 
per cent of Petro-Canada’s 1981 capital 
budget was spent on frontier exploration 
and related activities. Since 1976, \ 
Petro-Canada has participated in two thir) 
of the wells in the east coast and high 
Arctic. We have been an operator of a 
major exploration project, the Labrador 
Group, for two years and are a major 
landholder in the east coast offshore. 


this activity and risk-taking have started 

0 provide answers to some of the questions 
bout the availability of future supplies of 
il and gas from Canada’s frontiers. There 
3 oil and gas in our frontier regions, we 

re now finding volumes and doing so at 
dcations where it is commercially 

ttractive. We believe that sufficient 
ydrocarbons have been discovered in the 
stand Banks and Scotian Shelf, and that 
nough is known about their 

haracteristics for them to be considered 
ommercial. We believe that this has 
ccurred much sooner than if Petro-Canada 
vere not active in the frontiers for the last 
ve years. The risks taken in the 70’s will 
2ap benefits for Canadians in future 
ecades. 


etro-Canada has also dedicated a higher 
roportion of its budget to oil sands and 
eavy oils activities. As partners in the 
yncrude plant, the Alsands and Canstar 
rojects, we have concretely expressed our 
ommitment to helping oil sands projects 
o ahead. As well, our interest and work in 
eavy oils including research, exploration 
ad development, is evidence of the 
riority we give to advancing the 

rospects of their development. 


lhe National Energy Program has been in 
‘fect since October, 1980. Some portions of 
ie policies announced in that program 
ave been legislated by Parliament in Bill 
-48. Others will come up in the 1982 
gislative program. Petro-Canada supports 
1e goals of the National Energy Program 
ad has endeavoured, in pursuing its 
yandate, to work towards these policy 
pals and to utilize the incentives provided 
ly the NEP to increase its capacity to 
ae those goals. 


Finally, it is important to note that 
Petro-Canada is contributing a substantial 
cash flow which it generates to the pursuit 
of the national goals set out by Parliament 
in its mandate. For 1982, about 70 per cent 
of the capital budget will be from 

internally generated funds and petroleum 
incentive payments. Thus every activity of 
Petro-Canada that generates cash, ranging 
from production of oil and gas to the sale of 
gasoline, is reinvested into priority items 
such as frontier oil and gas exploration and 
other activities of a priority nature. We 
believe that the positive contribution of cash 
flow to finance our priority items must be 
emphasized. Over the last five years it has 
been a new source of funds for seeking 
Canadian solutions to Canadian problems. 


Finally, let me pay my respects to the 
employees of this Corporation, some 1 500 
of whom are completely new, some of 
whom are oldtimers with five years of 
service to this company. All bring years of 
industry experience to Petro-Canada and 
have shown dedication and understanding 
in dealing with the tremendous growth and 
change this company has felt in the past 
Six years. 


W. H. Hopper 
Chairman and Chief Executive Officer 


March 31, 1982 


Dynamically-positioned 
drillships used off the 
coast of Labrador in the 
summer are provided 
with support from supply 
vessels and helicopters 
During the 1981 season, 
Petro-Canada operated 
three drillships. 


Frontier 
Exploration 


evlew 


Petro-Canada was an active explorer in 
Canada’s frontier regions during 1981 both 
as a participant and as an operator. 


Petro-Canada continued its record of 
participating in most of the exploratory 
wells drilled by the industry in offshore 
regions of Canada and the Arctic Islands. 
In 1981 the Corporation participated in 16 
of 23 such wells drilled by the industry, 
including participation in all 10 wells drilled 
on the east coast of Canada. 


Construction began in 1981 on a 
world-class dynamically positioned, 
semi-submersible drilling rig, owned 50 
per cent by Petro-Canada. The rig is 
scheduled for delivery early in 1983 and 
will make a significant contribution to 
Petro-Canada’s east coast offshore 
exploration program. 


cotian Shelf 


etro-Canada took another major step in 
ffshore exploration during the year with 
he formation of the Banquereau Group for 
hich Petro-Canada is operator and a 40 
per cent partner. The Group consists of 
nine Canadian companies. Petro-Canada 
nitiated this consortium in an effort to 
issist the entry of Canadian companies, 


xploration and development of Canada’s 
ast coast offshore. 


Jsing a Canadian-owned semi-submersible 
inder long term contract to Petro-Canada, 
e Banquereau Group spudded its first 
ell, Banquereau C-21, late in the year, 

95 kilometres offshore Halifax. 


ells drilled on the Scotian Shelf. Venture 
-13, a delineation well, three kilometres 


a Corporation is a partner in two other 


ortheast of the 1979 Venture D-23 the commercial viability of reserves in the 
ccess, discovered additional volumes of  2@ble Island area. 

atural gas and condensate. A second 

elineation well, Venture B-43, was Grand Banks 


pudded on the same structure three 
lometres west of D-23 and was drilling at 
ear end. These delineation wells are part 
an on-going drilling program to establish 


Six wells were completed in the Grand 
Banks area in 1981, and three more 
delineation wells were drilling on the 
Hibernia structure. Petro-Canada was a 25 
per cent participant in all drilling conducted 


on the Grand Banks during 1981. Highly sgaine deg zone) 
and equipment combine 
: . 0 : P t the basis f 
Testing of the Hibernia B-08 delineation olform the Pasige: 
; offshore drilling 
well was completed early in the year. In operations. Petro-Canada 


addition to being the first discovery of free was operator for two 
gas in the Hibernia structure, B-08 was the et 
most productive oil well tested to that : 

point on the Grand Banks. The results of 
B-08 provided encouragement in 
determining the commerciality of the 
Hibernia field. 


1 kilometre = 0.62 miles 


Hibernia G-55A, located eight kilometres 
northwest of the Hibernia P-15 discovery of 
1979, failed to find hydrocarbons and was 
subsequently plugged and abandoned. 


The third delineation well, Hibernia K-18, 
flowed oil from sands corresponding to 
those in the P-15 discovery. Located five 


Ba Poise Canada kilometres north of P-15, this well 
= Ree chiotry confirmed the significant northwestern 
| extension of the oil-bearing Hibernia 
structure. 


Offshore exploration is 
a high risk, costly effort 
that requires time, 
talent and patience. 


1 kilometre 0.62 miles 


Canadian East Coast Offshore 


Atlantic Ocean 
Scale 
SS a | 
0 300 km 


Labrador Area 


(hree wildcat wells were also drilled on the 
Grand Banks on structures separate from 
dibernia. Petro-Canada participated in an 
vil discovery at Hebron I-13, located 37 
ilometres southeast of Hibernia in the 
‘ame structural complex as the Ben Nevis 
-45 oil and gas discovery of 1980. 


south Tempest G-88, spudded late in 1980, 
vas also drilled on a separate structure, 
‘bout 80 kilometres northeast of Hibernia. 
esting of the well was curtailed due to 
\perating difficulties. Additional drilling 


vill be required to determine the economic 
sotential of this and related structures. 


Hibernia Area 


Nautilus C-92 
Tempest G-88 _ 
Hibernia B-08 _ 
_ Hibernia P-15 


Sheridan J-87A 


Flying Foam L-23 
Hibernia Kis. 


Scale 
50 


Sable Basin 


Venture B-13 
Banquereau C-21 


Sheridan J-87, drilled 210 kilometres 
northwest of the Hibernia discoveries, was 


Preferential rights 


delineation test, located two kilometres 
south of Hibernia O-35; and wildcats 
Nautilus C-92, seven kilometres north of 
Hibernia K-18, and West Flying Foam L-23, 
also located on a separate structure 35 
kilometres northwest of the Hibernia field. 


Dry and abandoned 


abandoned late in the year when it failed to _ Joint interest lands 
encounter hydrocarbons. @ Oil well 

At year end three wells were drilling in a8 Gas well 

the Grand Banks area: the Hibernia J-34 he Drilling location 


Suspended 


A significant thickness of hydrocarbon- 
bearing sands had been penetrated by 
Hibernia J-34 at year end. Nautilus C-92 
had also shown hydrocarbons. 


When icebergs threaten 


Labrador Shelf 


As operator for the Labrador Group of 
companies, Petro-Canada operated three 
drillships on the Labrador Shelf during the 
year and made history with the first 
recovery of oil in that region, confirming 
the hydrocarbon potential of that portion 
of the east coast. 


Petro-Canada et al North Leif I-05, 178 


The fifth well of the season was Corte-Rea 
P-85, 145 kilometres northeast of Hopedale 
The well was begun late in the season and 
only the initial casing was set. The well wi 
be re-entered in 1982. 


The Corporation, acting as operator for the 
Labrador Group and as a participant in 
other joint interest lands, conducted an 
extensive seismic program on the Labrado; 
Shelf. 


Arctic 


Petro-Canada’s 1981 exploration program 
in the Arctic Islands included activities as ; 
member of the Arctic Islands Exploration 
Group (AIEG) and as a major shareholder 
of Panarctic Oils Ltd. 


The AIEG Group, operated by Panarctic, 
drilled three wells to complete earning 
requirements on the acreage. All three 
wells discovered oil and natural gas. 
Although the discoveries require further 
delineation drilling to assess their 
commerciality, they offer new potential foi 
oil and natural gas production from the 
high Arctic. 


The first of the three wells to discover 
hydrocarbons was Skate B-80, 18 kilometre 
northeast of Lougheed Island, and some 
83 kilometres northeast of the 1979-80 


to disrupt offshore 
exploration, they are 
towed to a new course 

by supply vessels. Inuit 
girl is one of a new 
generation to see resource 
development begin in 

the frontier. 


natural gas discovery at Whitefish. Skate 
B-80 tested the King Christian sands, the 
same zone that produced the prolific 
Whitefish discovery. It was the first time ¢ 
has flowed to the surface from Mesozoic 
rocks in the Arctic. 


kilometres east of Cartwright, was 
re-entered, and a small quantity of oil was 
recovered in an area where other 
promising structures have been identified. 


Bjarni O-82, 160 kilometres east of 
Hopedale, was re-entered and tested 
natural gas and condensate. North Bjarni 
F-06, eight kilometres northwest of Bjarni 
O-82, was also re-entered and gas was 
discovered. The indicated gas zone is 
sufficiently encouraging to be more fully 
evaluated in 1982. 


Rut H-11, the most northerly of the wells 
drilled during the season, 65 kilometres 
northeast of Saglek, was suspended due to 
inclement weather. It will be re-entered 

in 1982. 


faclean I-72, 25 kilometres east of 
ougheed Island, also discovered natural 
as and condensate. The most encouraging 
ell was Cisco B-66, 18 kilometres west of 
ougheed Island which flowed oil at a rate 
* 250 cubic metres per day. The well also 
owed gas and condensate from a deeper 
orizon. 


2tro-Canada participated, through its 
terest in Pararctic Oils, in two other wells 
_the Arctic Islands. Both were 

»andoned. 


*tro-Canada was a 14.2 per cent 
irticipant in the 1981 drilling of Alerk 
23 and in seismic programs in the 
‘arshore Beaufort Sea. The well, drilled 
»m an artificial island that had been 
nstructed in 1980, was dry and was 
andoned. 


vo more artificial islands were constructed 
ithe Beaufort Sea as sites for 1982 

illing on land in which Petro-Canada will 
ticipate. 


Titawatd Casaeacees as 
and osummar y 


(in hectares) 


L 


Provinces 

British Columbia 
Alberta 
Saskatchewan 
Manitoba 
Ontario 

Quebec 


Frontier 


N.W.T., Beaufort 
Arctic Islands 
East Coast offshore 


International 


Gross Net 
1 560 169 833 071 
3.945 722 2009 065 
252 718 112 184 
148 528 74 555 
64 318 51 083 
1 362 110 705 690 
10 859 893-7 : 760 298 
10 177 968 = 1: 886 588 
36 223 710 19 030 697 
626 169 73 010 


TI] 
Th 


e challenges are many 
but exploration in the 
high Arctic holds 
increasing potential for 
resource development 
with each new discovery. 


1 kilometre = 0.62 miles 
1 cubic metre = 6.28 barrels 
1 hectare = 2.47 acres 


Arctic Islands 


Scale 
——————| 
(0) 100 km 


Arctic Ocean 


a Joint interest lands 
@ Oil field 


@ Gas field 
. Oil and gas well 


st Gas well 
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The Arctic Pilot Project 


The Arctic Pilot Project, operated by 
Petro-Canada, successfully passed through 
two rounds of joint federal-provincial 
government hearings during 1981 bringing 
it a step closer to National Energy Board 
hearings set for February, 1982. Transport 
Canada also completed review of the ship 
design and terminal facilities. 


The Project is designed to test the feasibility 
of producing natural gas from wells in the 
Arctic Islands, transporting the gas by a 160 
kilometre buried pipeline, liquefying the 
gas and shipping it by icebreaking ships to 
a regasification plant in southern Canada — 
all on a year round basis. 


Petro-Canada is project leader of a group of 
Canadian energy and shipping companies 
and holds a 37.5 per cent interest in the 
project. 


If National Energy Board approval is 
received for the technical and economic 
aspects of the project, only federal Cabin) 
approval will be required for the project i! 
proceed. The $2.1 billion project will take: 
four years to construct and will operate fi) 
20 years delivering some nine million cut! 
metres per day of natural gas from the 
Arctic. 


Canada 


: 


The foothills of Alberta 
|provide a scenic 
Jenvironment for drilling. 
}Petro-Canada continues 
jto actively explore for 
foil and natural gas in 
southern Canada. 


i 


1 cubic 
| metre = 35.31 cubic feet 
1 hectare = 2.47 acres 


1 kilometre = 0.62 miles 


Exploration Activity 


The acquisition of Petrofina substantially 
extended the Corporation’s land base in 

| 1981. Approximately 1.48 million net 

| hectares of land within mainland Canada 
were added by Petrofina, offering greater 
scope for exploration in western Canada, 
the Arctic and the Gulf of St. Lawrence. In 
addition, Petro-Canada purchased 79 125 

| net hectares of land at provincial Crown 

| sales. 


Exploration activity was a major part of 

| the Corporation’s effort in the provinces 

during 1981. During the year, 173 
exploratory wells in which Petro-Canada 


held an interest, were drilled in western 
Canada of which 41 were gas wells, 38 oil 
wells, 88 were dry and abandoned and six 
suspended, pending evaluation. 


The Corporation employed nine geophysical 
crews and acquired 2 684 kilometres of 

new seismic data. In addition another 2 137 
kilometres of seismic were completed by 
partners. 
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Western Canada 
Ca 


Key production areas 
Key heavy oil/ 
oil sands activity 


Key downstream 
activity 


as @ @P> 


Key exploration areas 


Driller keeps a close eye 
on rig floor activities. 
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Petro-Canada was a major player in two of 
the most promising oil areas of Alberta: 
Shekilie-Zama Basin and the Peace River 
Arch. In the Shekilie-Zama Basin, a 
successful oil well was drilled and 2 888 net 
hectares of land were acquired. The 
Corporation participated in 730 kilometres 
of seismic work in the basin. 


In the Peace River Arch oil play, 
Petro-Canada added 36 794 net hectares to 
its extensive acreage, participated in seven 
oil discoveries and conducted 380 
kilometres of seismic work. 


Activity in British Columbia was aimed at 
conventional oil prospects or those with 
potential for significant gas reserves. A 
seismic program was conducted in the 
Peejay area and two significant natural gas 
discoveries were made: one was in the 
foothills in the Oetco area and the other 
was at Laprise. 


The Corporation continued geophysical 
evaluation of prospects in the attractive 
oil-prone Cambrian Basin north of Norman 


Wells, Northwest Territories. This area of — 
the Northwest Territories, known as the 
Northern Interior Plains, has the potential | 
to be a successful hydrocarbon area with it 
recognized source and reservoir rocks. 


Within the Northwest Territories, 


Petro-Canada was awarded nine exploratio. 


agreements during the year, totalling 6.52 


million net hectares. Two of these must be. 


actively explored in keeping with the 


negotiated work program. The other seven 


agreements are under a two-year 
exploration delay to help facilitate land 
claim negotiations with the Déné and 
Métis of the Mackenzie Valley. 


Work in the Province of Québec was 
devoted to three areas: the St. Lawrence 
Lowlands, the Gaspé peninsula and the 
estuary of the St. Lawrence River. Three 
wells were drilled in the St. Lawrence 
Lowlands, and one on the Gaspé 
Peninsula; a seismic program in the estuary 
of the St. Lawrence River was also 
completed. Two of the wells in the 
Lowlands, both near the town of 
Bécancour, encountered gas shows. Furthe: 
testing is planned to evaluate these shows. 


Petro-Canada, with two partners, acquired | 
some 20 000 gross hectares southeast of 
London, Ontario in 1980 and 1981. The 


group ran a 105-kilometre seismic program) 


and drilled one well in 1981. 


{ 
i 
. 


Production Activity 


A significant activity during 1981 was the 
integration of Petrofina’s operations with 
those of Petro-Canada. These included 
major gas facilities at Wildcat Hills and 
Windfall and oil operations in the 
Redwater field, all in Alberta. Most of the 
producing properties that were acquired 
were in proximity to existing Petro-Canada 
operations. The integration added 2 310 
cubic metres a day of oil and natural gas 
liquids and 1 771 thousand cubic metres 
per day of natural gas. This brought the 
Corporation’s total production to 11 302 
cubic metres per day of oil and natural gas 
liquids and 10 718 thousand cubic metres 
per day of natural gas. 


Oil production was less than forecast due to 
the cutback ordered by the Alberta Energy 

sources Conservation Board. Gas 
production was below capacity as a result 
of continued low export demand for natural 
2as, particularly from British Columbia 
where the Corporation has a major portion 
of its gas production. 


[he Corporation continued with its 
iggressive development drilling program, 
darticipating in 231 gross wells of which 

203 gross wells were completed as oil or gas 
droducers. 


Major facilities were completed by 
?etro-Canada in 1981 at Brazeau and East 
<aybob, Alberta. At Brazeau, a central oil 
sattery and gas conservation facility were 
xpanded to accommodate the higher oil 
nd gas production realized from miscible 
looding of the Nisku oil reservoirs. This 
»roject will nearly double recovery of oil 
rom these reservoirs. 


\t the Kaybob gas plant, 160 kilometres 
.orthwest of Edmonton, expanded facilities 
vere put on stream in 1981 at 280 000 


Added by the Petrofina acquisition 


a Added by the Petrofina acquisition 


1 hectare = 2.47 acres 
1 kilometre = 0.62 miles 
1 cubic metre = 6.28 barrels 
1 cubic metre = 35.31 
cubic feet 


cubic metres a day. This new gas 
processing plant and reinjection facility 
increased sweet and sour gas capacity at the 
plant site to approximately 2 million cubic 
metres per day. Of this volume about 

280 000 cubic metres of gas is reinjected 
into the Kaybob East pool to maintain 
pressure and increase natural gas liquid 
recovery. 


At Hanlan, in the west central foothills of 
Alberta, construction of a major gas plant 
was started by a partner with 
Petro-Canada’s working interest share 
being approximately 21 per cent in the 
overall project and 31 per cent in the 
plant. The Corporation invested $14.5 
million net in 1981 in this project of a total 
expected net cost of $78 million. The plant 
is expected to be on stream in early 1983 at 
a production rate (Petro-Canada net) of 
1.08 million cubic metres per day of 
marketable gas. 


In the Medicine Hat — Alderson fields in 
southeast Alberta, Petro-Canada drilled 
and tied-in 68 gas wells to increase the gas 
contract rates in this area. At the Gilby gas 
plant west of Red Deer the equipment was 
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Maintenance of equipment 
and plant, expansion of 
existing facilities and 
daily routine are all part 
of the production end of 
the oil business 
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modified to recover 125 cubic metres per 
day of propane and butanes, plus 
additional condensate. The Wildcat Hills 
plant underwent major compressor 
modifications to maintain the plant 
capacity at 2 630 thousand cubic metres 
per day. 


In British Columbia compressor 
installations were completed at Siphon, 
Stoddart and North Pine north and 
northeast of Fort St. John. These facilities 
will allow the Corporation to maintain gas 
contract rates for these areas. A central 
battery facility was completed in East 
Weasel, 90 kilometres north of Fort St. 
John, allowing concurrent oil and gas 
production. 


In the Bellshill Lake field, development 
continued with the successful drilling and 
completion of 10 additional wells. This 
development will increase current 
production and ultimate recovery from 
the pool. 


Oil Sands 


Petro-Canada, as a major holder of oil 


sands leases, is involved in two types of oil 


sands projects: those in which the oil 
sands can be recovered by surface mining 
and those in which the oil sands must be 
recovered by in situ methods. 
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In the non-mineable oils sands, 
Petro-Canada as operator, completed the 
Mine Assisted In Situ Process pilot, north 
Fort McMurray. The pilot tested horizonté 
drilling and production from oil sands usi 
steam stimulation. 


In another in situ project the Petro-Canadé 
operated PCE] project completed the thirc: 
year of a five-year program to test a 
patented electric preheat/steam flooding 
process. Four wells have been successfull) 
used to preheat the formation by electric | 
current and, at year end, plans were bein) 
made to recomplete the four electrode we 
in preparation for production by steam 
flooding. 


Petro-Canada has an interest in 
approximately 15 per cent of all mineable 
oil sands licenses that have been granted | 
the Alberta government. This holding 
represents about 36 000 hectares. 


The Corporation is participating in three 
mineable projects: Syncrude Canada Ltd. 
Alsands Energy Ltd. and Canstar Oil San) 
Ltd. 


r 


During 1981 the Corporation increased its 
interest in the Syncrude project to 17 per 
cent as a result of the Petrofina 

acquisition. During the year $128 million in 
capital was invested in the plant by the 
owners and considerable progress was 
made in the areas of productivity of the 
draglines and bucket wheel reclaimer 
systems and in the operating stability of 
the upgrading processes. 


ae operating problems which occurred 
n December, the plant shipped 4.7 million 
cubic metres of synthetic crude oil. The 
eo share, before adjustment for 
Iberta Crown Royalties, was 750 000 cubic 
netres. 


Design work has commenced on a 
lebottlenecking program which would 
ncrease the plant design capacity to the 
yermit level of 20 560 cubic metres per 
‘alendar day. Completion is expected in 


. 


986. Plans are also being made to improve 


he stability and reliability of the operation 
ind to reduce operating costs. 


“he Corporation also increased its interest 
n the Alsands project to 17 per cent as a 
esult of the acquisition of Petrofina. By 
‘ear end project approval was still delayed 
vending agreement with the provincial and 
ederal governments. Construction 
ompletion of this project has now been 
xtended to late 1988 or early 1989. 


’etro-Canada is a 50 per cent partner in 
“anstar Oil Sands Limited which is 
xamining the possible construction of the 
rst all-Canadian oil sands plant. 


deavy Oil 
‘he challenges of development and 
xploitation of heavy oil deposits are being 
et with aggressive efforts by 
‘etro-Canada. Development of this 
esource will contribute significantly to the 
ational goal of energy self-sufficiency. 


letro-Canada is actively evaluating 
ommercial resources and assisting and 
ncouraging industry involvement in the 
evelopment and exploitation of heavy oil 
2serves. 


i 
| 
| 
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Proven Reserves Natural Gas (before royalties) 


1977 1978 1979 1980 1981 
Western Ginnds (millions of cubic metres) 
British Columbia * 54 480.1 45576.2 50955.3 49 809.6 
Alberta 2 63945-35961 95529) 5645125.2 287 13953 
Saskatchewan a 244.3 Ow S12 320.8 
Subtotal 23 123.0) 1185670.2, 107 808285 1151392.8. 137 269.7 
International 
Gulf of Mexico (U.S.) 0.0 0.0 0.0 485.3 431.5 
Proven Reserves Oil and Natural Gas Liquids 
(before royalties) 

1977 1978 1979 1980 1981 
WectertGenad: (thousands of cubic metres) 
British Columbia * A021 93. 941-8 998.912 46 6403703 
Alberta * 45 966.4 46109.0 43 874.5 48 209.9 
Saskatchewan x 53302 a2? Soo Il BO/.7 
Manitoba 0.0 0.0 0.0 0.0 LARS 
Subtotal 24 127.0 50521.1 50 403.0 486525 53 826.4 
International 
Spain O10 0032 180296 974.2 917.3 


*not available 


1 cubic 


The Corporation is operator of five separate 
heavy oil thermal pilot projects. A 100 per 
cent Petro-Canada project, the Primrose 
Lake Heavy Oil Pilot was constructed in 
1981. Cost of the pilot project will 
eventually total $34 million and will test a 
cyclic steam injection scheme on eight 
wells in 1982. 


Another major heavy oil pilot is at Cactus 
Lake, Saskatchewan, where participation is 
shared equally with two companies. This 
field currently on primary production will 
be pilot tested for enchanced recovery using 
a fireflood scheme. 


metre = 35.31 cubic feet 
1 kilometre = 0.62 miles 
1 hectare = 2.47 acres 
1 cubic metre = 6.28 barrels 
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1 cubic metre 
1 cubic metre 
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Added by the Petrofina acquisition 


6.28 barrels 
a 9 
35.31 


cubic feet 


aes Added by the Petrofina acquisition 


At Muriel Lake, and Kinsella, Alberta, the 
Corporation is a partner in two separate 
heavy oil pilots to investigate recovery 
rates and techniques. Plans for further 
piloting in the Kinsella area are underway 
with approximately $20 million being 
allocated to the pilot work. 


Petro-Canada is also a participant with 
four other companies in plans to build a 
heavy oil upgrader in Saskatchewan. By 
year end, the group had taken options to 
purchase land in two areas, each a 
possible location for an upgrader. 


Reserves and 
Production Figures 


Petro-Canada’s proven reserves of oil and 
natural gas liquids were 47.1 million cubic 
metres at year end. The Corporation 
produced 3.3 million cubic metres (an 


average of 8 992 cubic metres a day) during 


1981. Reserve additions and revisions to 
reserves amounted to 1.7 million cubic 
metres for a net decrease in reserves of 1.6 
million cubic metres. 


Total proven reserves of natural gas stood 
at 117.6 billion cubic metres at year end. 
Production for 1981 was 3.3 billion cubic 
metres (an average of 8 947 thousand cubic 
metres a day). Reserve additions and 


revisions to reserves amounted to 5.5 
billion cubic metres for a net increase in 
reserves of 2.2 billion cubic metres. 


Proven reserves of oil and natural gas 
liquids added through the acquisition of 
Petrofina were 6.7 million cubic metres. 
Minor revisions or additions resulted in a 
net decrease of reserves of 0.8 million 
cubic metres during the year. 


For natural gas proven reserves, the 
acquisition brought with it 19.7 billion 
cubic metres to Petro-Canada. Additional — 
production totalled 0.6 billion cubic 
metres. Reserve additions and revisions to. 
reserves from former Petrofina activities 
amounted to 0.5 billion cubic metres for a) 
net decrease in reserves of 0.1 billion cubic 
metres. 


At December 31, 1981, the combined 
reserves for Petro-Canada and Petrofina 
for oil and natural gas liquids were 53.8 
million cubic metres and for natural gas 
137.3 billion cubic metres. 


International 


A major discovery, made in the Norwegiai 
North Sea block 30/3 in which 
Petro-Canada holds a five per cent interest 
was tested in 1981. Further delineation 
drilling will be conducted during 1982. | 


Seismic data acquired in conjunction with | 
partners on seven blocks off the coast of 
the People’s Republic of China was 
interpreted and the results were submittec: 
to the Chinese governments as a prelude | 
bidding for drilling rights expected to be 
awarded in 1982. 


Petro-Canada holds a 7.58 per cent interes: 
in the producing Casablanca field in the 
Spanish Mediterranean. 


Reserves at year end for the Gulf of Mexic: 
properties in the United States were 431.5. 
million cubic metres of natural gas and 
23 000 cubic metres of natural gas liquids. 
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The acquisition of Petrofina Canada Inc. 
had a dramatic effect on the marketing and 
| manufacturing activities of the Corporation 
both from a financial and a processing 
position. The Petrofina assets added 
substantially to the refining capability of the 
Corporation with the addition of a 13 500 
cubic metre per day refinery at 
Pointe-aux-Trembles, Québec, and 

| extended the Corporations’ marketing 
outlets to eastern Canada. Marketing and 
manufacturing will play a growing part in 

| the Corporation’s activities, providing cash 
flow for long term, costly geographic and 
technological frontier developments. 


AAO 


Expansion to Petro-Canada’s refinery at 
Taylor, British Columbia, was completed 
during the year boosting the plant’s 
capability by 700 cubic metres per day. The 
project, involving modifications or 
additions to virtually every major 
component of the refinery, raises plant 
charge capacity by 28 per cent to 3 200 cubic 
metres per stream day. The expansion will 
assist the Corporation to more fully meet 
market demand in western Canada. 


17. 


From wellhead to gas 
tank, Petro-Canada is not 
only a fully integrated 
petroleum company, its 
Operations are nation 
wide. 
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Construction of a 2 225 cubic metres per 
day Visbreaker at the Pointe-aux-Trembles 
refinery began late last year. It will reduce 
heavy fuel oil production by about 25 per 
cent through conversion to gasoline and 
middle distillate. Project completion is 
expected in late 1982 at a cost of $35 
million. 


The 1980's are expected to see heavy oils 
forming an increasing proportion of the 
crude supply thoughout the world. In 
Canada, bitumen from oil sands and heavy 
oil from western Saskatchewan and 
Alberta will be a major contributor to future 
energy supply. In preparation for the need 
to upgrade these heavy oils prior to 
refining, Petro-Canada has spent three 
years studying the CANMET residuum 
hydrocracking process developed by the 
research at the federal department of 
Energy, Mines and Resources. The 
Corporation was granted an exclusive 
license in 1979 to develop the process. 


Late in the year, Petro-Canada’s Board of 
Directors approved expenditure of $117 
million for construction of an 800 cubic 
metre per day demonstration plant for its 


CANMET process. The unit will be locate: 
at the Pointe-aux-Trembles refinery and is 
scheduled to be on-stream in 1984. The 
unit will play a vital role within the refine 
in disposing of excess heavy fuel oil and, 
at the same time, will provide the first 
commercial demonstration of the 
CANMET technology. 


Total throughput of refined products at th 
Pointe-aux-Trembles refinery was 237 339 
million litres following the acquisition by 
Petro-Canada. This commodity added 
$102.5 million to revenues. 


In the last quarter of 1981, the Corporatio 
sold its polystyrene facility, adjacent to th 
Pointe-aux-Trembles refinery, to a Canadi 
company for $16.9 million. 


At Empress, Alberta, the Corporation’s 
turbo-expander straddle plant contributed 
substantially to Petro-Canada’s cash flow. 
Designed to strip liquid products from 
natural gas, the plant processes more thai 
half of the gas leaving Alberta for eastern 
Canada. During 1981, the plant recovered: 
6 800 cubic metres of liquid products a da: 
an increase of 1 300 cubic metres per day 
over 1980 production, the prevous high 
production year. 


The ethane is delivered by pipeline to 
either a petrochemical plant near Red De« 
Alberta, or to the Cochin pipeline, 10 per 
cent of which is owned by Petro-Canada. 
The remaining liquids, 2 400 cubic metres: 
per day, are fed to Petro-Canada’s own 
pipeline which extends from the Alberta 
border to Winnipeg. 


Other Projects 


The Corporation is particpating with five 
other companies in the Carmont Project to 
study the construction of a $1.5 billion 
heavy oil upgrader in Montreal. The 
project has proceeded to the design, cost 
estimates, research and development and 


environmental impact assessment phases. 
| 
-etro-Canada continued during 1981 to act 


1s agent for the importation of Mexican 


rude oil. The Corporation is responsible for 


he purchase of 7 900 cubic metres of oil 
yer day, its transportation and delivery to 
efiners in eastern Canada. This 

epresented about nine per cent of the 
ountry’s total crude oil imports during 

he year. During the first 15 months of the 
ontract, including all of 1981, the 
‘orporation handled some 2.9 million cubic 
aetres of Mexican oil, down from 
nticipated levels due to shipping and 
veather difficulties. This was the first 
tate-to-state oil deal negotiated by 
'etro-Canada. 

it Come-by-Chance, Newfoundland, 
etro-Canada is studying the technical and 
conomic feasibility of rehabilitating the 
2finery there which is currently 
.othballed. 


Marketing 


etail marketing of gasoline and other 
1otor fuels is the Corporation’s most 
\sible activity. With the acquisition of 
etrofina Canada Inc., Petro-Canada’s 
‘tail system was expanded to eastern 
anada. In January, 1981, Petro-Canada 


acquired Merit Oil Co. Ltd., primarily a 
gasoline retailer in British Columbia. 
Mainly due to these two events the 
Corporation’s total marketing outlets rose 
to 1 504 at year end. 


The Corporation’s volume of refined oil 
products sold rose from 1 436 000 cubic 
metres in 1980 to 4 017 000 cubic metres in 
1981. 


Reidentification of the Fina service stations 
began late in the year with the 
simultaneous opening of stations in 
Montréal, Toronto and Halifax. Conversion 
of all stations will be complete by the 
middle of 1982. Reidentification of Merit 
stations began in 1981 and will be 
completed in 1982. Response at the 
reidentified stations has been encouraging 
with an overall increase in sales of two per 
cent despite a general industry decline of 
three per cent. At the same time, credit 
card applications during the last quarter 
increased four times over the same period 
last year. 


Petro-Canada’s marketing 
outlets now exceed 

1 500 and are located in 
every territory and 
province except 
Newfoundland. 


6.28 barrels 
291.97 gallons 
BO 

cubic feet 


1 cubic metre 
1 cubic metre 
1 cubic metre 
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Petro-Canada’s commitment to research 
and development has been a long standing 
one. In 1980, the Corporation opened its 
first centralized, in-house facility. Late in 
1981, the Board of Directors gave approval 
to expand the existing 6 130 square metres 
facility by an additional 26 400 square 
metres on adjacent property at the 
University Research Park in northwest 
Calgary. The facility will be completed in | 
1985 to provide space and equipment 
essential to developing new or improved 
exploration, production and heavy oil 
upgrading technology. 


\| 


The Corporation spent $66 million in 1981. 
in research and development, representin 
7.3 per cent of the total corporate capital — 
budget. This includes energy related 
research such as oil sands pilots, and 
technical services and developmental wor) 


The success of Petro-Canada’s future | 
operations will depend in part on its ) 
ability to meet technical challenges to full’ 
realize hydrocarbon potential. This is 
especially true in the areas of frontier 


: 
| 


roduction and transportation systems and 
Iso in connection with heavy oil and oil 
ands production and processing. 


etro-Canada’s role in finding and 
eveloping reserves in Canada will include 
nique application of technology through 
esearch and development. 


‘oal 


etro-Canada’s activities in coal in western 
anada continued to evolve in 1981. A 
roject at Kipp, Alberta, 15 kilometres 
orthwest of Lethbridge, was shelved for 

to two years due to railway 
Deportation difficulties. 


t the Corporation’s Monkman coal 
‘operties in northeastern British Columbia, 
eliminary exploration, engineering and 
cio-economic studies were completed 
iring the year. The Monkman coal 

p one of the most promising 


operties in northeastern British Petro-Canada 


dlumbia, cover 38 308 hectares and contain 


| estimated 2.8 billion tonnes of coal in International Assistance 


ace. Corporation 


total the Corporation holds some 200 000 
t hectares of coal lands in southern 


nada plus approximately 1.6 million net 
ctares in the Arctic. 


This wholly owned subsidiary of 
Petro-Canada was established in 1981 as a 
separate business entity by the 
Government of Canada. Separate funds will 


Be Canada also participated in coal be supplied by the Government to PCIAC Feasibility studies and 

rveys and feasibility studies in Nova in order to provide assistance to Ee ea 
: 5 A WOrkK Nave Deer 

otia and oil shale surveys in New lesser-developed countries in exploring fore 9 “conducied one 

lanswick. and developing indigenous oil and natural Corporation’s coal 

| gas resources. Properties. 

anertech 


nertech was established in 1980 as a 
iolly-owned subsidiary of Petro-Canada. 
Paouartered in Winnipeg, Manitoba, 

nertech began its first year of operation 

th a $20 million budget aimed at 

‘isting the development of commercial 

prnate energy projects in Canada. 

nertech is expected to become an , 
-onomous Crown corporation in 
2 course. 
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orporate 
Responsibility 


Petro-Canada’s team of 


employees are the 
Corporation’s most 
valuable asset. Rapid 
growth by acquisition 
g : 

places even greater 
emphasis on the | 


importance of the staff Human Resources Petro-Canada is above all, a team of 


professional, hard-working people. Each | 
The Corporation added 1 500 employees to the Corporation’s activities and each of it! 


its staff as a result of the Petrofina accomplishments are the result of many 
acquisition bringing to 5 800 the total of full contributions of many employees. Career! 
time and part time staff. Petro-Canada development and training programs for _ 


began construction of an office complex in permanent staff are on-going commitmer 
1981 to house its growing staff in Calgary of the Corporation. 

now scattered in more than 20 locations in 

the city. The new complex is 50 per cent 

owned by Petro-Canada. 
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Environmental and 
Social Affairs 


Since its inception Petro-Canada has taken 
1 strong interest in the environmental and 
socio-economic impact of energy 
Jevelopments. Emphasis has been placed 
yn the integration of these concerns in 

90th corporate and operating activities; with 
he result that Petro-Canada is one of the 
ading corporations in this area in the 
-anadian business community. 


“he Corporation’s responsibility includes 
iving environmental and social concerns 
a priority in every phase and level of 
he Corporation’s operations. This includes 
lanning, decision-making, engineering, 
mplementation and decommissioning. 


’etro-Canada’s approach ensures that its 
re development decisions are taken 
1 a process that includes public and 


sporty concerns and facilitates rounded program of donations within 
formation exchange between groups Canada was administered. Petro-Canada 
iterested in and affected by proposed made financial contributions in the areas 
evelopments. Communication between of health and welfare, education, cultural 
idustry, the public and government and environmental areas as well as 

gencies is encouraged in order to evolve supporting sports, civic and other activities. 


ound regulatory and policy approaches 
De treating these concerns in the 
evelopment of Canada’s energy 
>sources. 


Petro-Canada plays an 
active role in ensuring 
that resource 

£ the Corporation work in conjunction development decisions 


‘ith the operations group to develop include social and 


he environmental and social affairs staff 


environmental 


ieee : : 
dntinuity and practical solutions to consideration 


veryday problems throughout Canada. In 
ddition, the Corporation takes an active 
dle in organizations dedicated to the 
onservation of the environment and the 
evelopment of emergency contingency 
|anning. 

's part of the Corporation’s commitment 
| good corporate citizenship, a well 
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Financial 


Review 


* Earnings are after deduction of preferred 
share dividends of a subsidiary. 
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The substantially increased revenues and 
earnings for 1981 reflect the continued 
growth of the Corporation resulting from 
its large capital expenditure programs and 
the acquisition of Petrofina Canada Inc. 
during the year. The results of the former 
Petrofina operations are included in the 
financial statements from May 12, 1981, the 
effective date of the acquisition. 


Earnings 


Earnings before income taxes were $429.0 
million compared with $319.2 million in 
1980, an increase of 34.4%. Provision for 
income taxes of $225.2 million resulted in 
net earnings before preferred share 
dividends of a subsidiary of $203.8 million, 
an increase of $40.1 million or 24.5% from 
1980. The dividends paid on the preferred 
shares, which are held by a group of 
Canadian chartered banks, amounted to 


$139.0 million, leaving net earnings after — 
preferred share dividends of $64.9 million. 
This compares with $55.7 million in 1980, — 
an increase of 16.5%. 


The National Energy Program (NEP) 
included provisions for the Petroleum 
Incentives Program (PIP) and the 
Petroleum and Gas Revenue Tax (PGRT). 
The PGRT is clearly stated in the NEP to 
be the funding mechanism for PIP and it 
follows that these two provisions of the 
NEP represent an integrated program sucl 
that a portion of the PIP is funded by the 
Corporation itself by its payment of PGRT 
The Government in fact permits PGRT 
obligations to be satisfied by waiving the 
right to PIP entitlements of like amount, a 
a result of which PGRT payments can be 
totally avoided providing there is sufficien) 
PIP entitlement. The PIP/PGRT program iy 
intended to replace former incentives 
provided through the income tax system t 
means of depletion allowances which wer; 
reflected in the earnings statement. 


Petro-Canada’s earnings have been 
determined in accordance with a Guidelin 
issued in February, 1982 by the Canadian; 
Institute of Chartered Accountants which | 
stipulates that PGRT be treated as a 
reduction of earnings and that PIP 
entitlements be treated as a reduction of | 
capital expenditures. The Corporation is 0 
the opinion that this treatment does not 
recognize the self-funding nature of the _ 
PIP/PGRT program, does not portray the - 
real economic impact and produces result! 
which are not comparable with those of 
prior years when depletion allowances 
were reflected in the statement of 


earnings. It is the Corporation’s view that, 
0 the extent PIP is available, PGRT should 
oe netted against PIP rather than be 
Jeducted from earnings and that capital 
expenditures should be reduced only by 
he PIP remaining after PGRT has been 
teducted. On this basis the Corporation’s 
1et earnings for 1981, after preferred share 
lividends, would have been $106.1 million 
compared to $55.7 million in 1980, an 
ncrease of $50.4 million or 90.5%. 


Revenue 


)perating revenue of $2 646.4 million 
ncludes $707.6 million generated by the 
ormer Petrofina operations since the date 
if acquisition. If this contribution is 
leducted from operating revenue, the 
esultant $1 938.8 million compares with 
991.5 million in 1980, for an increase of 
947.3 million. This increase is mainly as a 
esult of including a full year’s revenue 
7om Mexican crude oil, imported by the 
‘orporation in accordance with Government 
f Canada directives, amounting to $680.0 
illion in 1981, compared with $11.8 
iillion in 1980. The remaining $279.1 
ullion of the increase resulted from higher 
ales volumes and prices in the refined oil 
roducts segment, and higher prices 
»gether with a slight improvement in 

ules volumes in the natural gas liquids 
2gment. Higher prices in the natural 
»sources segment were largely offset by 
‘duced gas production volumes, mainly 

| British Columbia, and reduced oil 
roduction as a result of the Alberta 

itback program. Interest and other income 
* $48.4 million resulted mainly from the 
eoment of temporarily surplus cash. The 
lorporation’s investment in Westcoast 
‘ansmission Company Limited generated 
Most all of the $21.0 million equity in 
wnings of affiliates. Total revenue for the 
! 


»ar of $2 715.8 million represents an 
crease of $1 680.6 million over 1980 
venue of $1 035.2 million. 


Expenses 


Expenses increased to $2 286.8 million 
from $716.0 million in 1980 reflecting a full 
year’s purchases of Mexican crude oil; the 
considerably expanded operations resulting 
from the acquisition of Petrofina; higher 
volumes and costs of purchased crude oil 
and products for refining and marketing 
operations; the introduction of the 
Petroleum and Gas Revenue Tax and the 
impact of inflation on expenses. 


Funds from operations 


Funds from operations of $526.9 million in 
1981 were up by $69.4 million or 15.2% 
from $457.5 million in 1980. This amount 
consisted of the earnings before dividends 
of $203.8 million plus items not requiring 
cash expenditures of $323.1 million 
(deferred income taxes of $175.3 million; 
depreciation, depletion and amortization of 
$157.1 million less net credits of $9.3 
million). 
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Funds available for 
reinvestment 


During 1981 Petro-Canada generated funds 
for reinvestment of $188.6 million. This 
amount consisted of funds from operations 
of $526.9 million plus advances for future 
natural gas deliveries of $8.8 million less 
obligations for long-term debt of $208.1 
million and preferred share dividends of 
$139.0 million. 


Capital expenditures 


Capital expenditures in 1981 were $709.9 
million, an increase of $270.4 million or 
61.5% over 1980. These expenditures 
consisted of: 


millions 
Oil and gas exploration and 
developmente ens. eee $425.5 
Refining and marketing....... 74.2 
Bituminous sands projects .... SOS 
Other property, plant 
an dgeQ Up IM en tananr ey ener 44.6 
Investments (mainly Panarctic, 
Canertech and Westcoast)... 88.7 
Deferred charges (mainly 
Arctic LNG, heavy oil, oil 
sands projects and other 
feasibility studies)...... 26.6 
$709.9 


These expenditures were financed by the 
funds available for reinvestment and by 
proceeds from the issues of shares and 
long-term debt. The Corporation’s 
entitlement to receipts of $138.8 million 
from the Petroleum Incentives Program, 
resulting from eligible capital expenditures, 
has been included in working capital. 


Acquisition 


During the year the Corporation acquired 
55.7% of the outstanding shares of 
Petrofina Canada Inc., which has been 
renamed Petro-Canada Enterprises Inc., 
and has a tender offer outstanding for the 
remaining shares which remains open 


until February 28, 1983. The results of the 
former Petrofina operations from May 12, 
1981, the effective date of the acquisition, 
are included in the consolidated financial 
statements. The cost of the acquisition to 
December 31, 1981 was $825.5 million an 
it is estimated that the cost of acquiring t 
remaining 44.3%, subject to adjustments — 
reflect imputed interest and dividend 
payments, would be $787.4 million. The — 
acquisition is being financed through a _ 
credit facility arranged with two Canadiai 
chartered banks, much of which is being 
repaid by funds from the Canadian 
Ownership Account, in acknowledgemen 
of which the Corporation is issuing 
convertible notes to the Government of 
Canada. These notes will be converted 
into common shares of the Corporation a 
later date. 


Net assets 


The consolidated assets at December 31, 
1981 totalled $6 612.5 million and consisté 
of: current assets — $1 207.1 million; 
investments (mainly Westcoast and 
Panarctic) — $383.9 million; property, ple 
and equipment — $4 911.4 million; defer: 
charges (mainly feasibility studies) — $69 
million and deferred interest — $40.4 
million. Deductions from the consolidate) 
assets for liabilities, deferred income taxe 
and the minority interest in Enterprises 
totalling $3 045.9 million together with 
$1 464.4 million preferred shares issued t 
Petro-Canada Exploration Inc. resulted ir 
net assets of $2 102.2 million, representir 
the Government of Canada’s investment 
the Corporation. This investment consist 
of: notes which will be converted into 
common shares of the Corporation — $4¢ 
million; preferred shares — $864.8 millioi 
common shares — $600.0 million and 
retained earnings — $175.7 million. 


Management’s Responsibility for 
fhe Financial Statements 


[he financial statements have been prepared by management in accordance with generally accepted accounting 
srinciples appropriate in the circumstances. Management is responsible for the other information in the 

Annual Report, which is consistent, where applicable, with that contained in the financial statements. 
Management is also responsible for installing and maintaining a system of internal control to provide 
easonable assurance that reliable financial information is produced. The Corporation has an internal audit 
lepartment, whose functions include reviewing the system of internal control to ensure that it is adequate and 
unctioning properly. 


‘he Board of Directors is responsible for ensuring that management fulfills its responsibilities for financial 
eporting and internal control. The Board exercises its responsibilities through the Audit Committee of the 
}oard, a majority of which is composed of directors who are not employees of the Corporation. The committee 
neets with management, the internal auditors and the external auditors at least four times each year to satisfy 
tself that responsibilities are properly discharged and to review the financial statements. 


he external auditors, Peat, Marwick, Mitchell & Co., conduct an independent examination, in accordance with 
enerally accepted auditing standards, and express their opinion on the financial statements. Their 

xamination includes a review and evaluation of the Corporation’s system of internal control and appropriate 
ests and procedures to provide reasonable assurance that the financial statements are presented fairly. The 
xternal auditors have full and free access to the Audit Committee of the Board. 


Auditors’ Report 


‘0 the Honourable Marc Lalonde, P.C., M.P. 
Minister 

nergy, Mines and Resources Canada 

louse of Commons 

ttawa, Canada 


Peat, Marwick, Mitchell & Co. 


ve have examined the consolidated balance sheet of Petro-Canada as at December 31, 1981 and the 
onsolidated statements of earnings and retained earnings and changes in financial position for the year then 
aded. Our examination was made in accordance with generally accepted auditing standards, and accordingly 
icluded such tests and other procedures as we considered necessary in the circumstances. 


our opinion, these consolidated financial statements present fairly the financial position of the corporation as 
* December 31, 1981 and the results of its operations and the changes in its financial position for the year 

ten ended in accordance with generally accepted accounting principles applied on a basis consistent with that 
the preceding year. 


Te further report as required by Section 77(1) of the Financial Administration Act that, in our opinion, proper 
I90ks of account have been kept by the corporation and the transactions that have come under our notice have 
ten within the powers of the corporation. 


ae fiat Ynarnuh Yulehell, 4G, 


»bruary 26, 1982 Chartered Accountants 
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PETRO CANADA 


Consolidated Balance Sheet 


As at December 31, 1981 


(stated in thousands of dollars) 


Assets 
1981 1980 
Current Assets 
Cash and short-term deposits $ 115 534 S$ 72¢€ 
Accounts receivable 587 476 257 Ft 
Inventories (Note 3) 474 017 1272 
Deposits and prepaid expenses 30 043 25 64 
1 207 070 482 61 
Investments (Note 4) 383 875 291 8 
Property, Plant and Equipment, net (Note 5) 4911 387 2 950 7! 
Deferred Charges (Note 6) 69 754 41 5s 
Deferred Interest (Note 10) 40 447 = 
Approved on behalf of the Board } 
Director 
Director 
$6 612 533 $3 766 7t 
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Liabilities 


Current Liabilities 


Accounts payable and accrued liabilities 
Income taxes payable 


Portion of long-term debt due within one year 


.ong-Term Debt (Note 7) 

Xevolving Term Loan (Note 8) 

\dvances on Future Natural Gas Deliveries 
Deferred Income Taxes 

“inority Interest in Subsidiary (Note 2) 
referred Shares Issued by a Subsidiary (Note 9) 
Zonvertible Notes (Note 10) 


‘hareholder’s Equity 
capital (Note 11) 
Preferred shares 

Common shares 

| 

| 

etained Earnings 


‘ommitments and Contingencies (Note 16) 


i 


1 
i 


1981 1980 
$ 426 523 ® 285 792 
10 006 
73 135 61 668 
509 664 3 460 
211 042 221 407 
566 829 — 
60 896 37 187 
910 066 581 738 
787 450 
1 464 375 1 464 375 
461 767 os 
864 772 423 800 
600 000 580 000 
1 464 772 1 003 800 
175 672 110 799 
1 640 444 1 114 599 
$6 612 533 $3 766 766 
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PETRO CANADA 


Consolidated Statement of Earnings and 


Retained Earnings 
For the year ended December 31, 1981 


(stated in thousands of dollars) 


Revenue 


Operating 
Interest and other income 


Equity in earnings of affiliates 


Expenses 
Crude oil and product purchases 
Producing and refining 
Depreciation, depletion and amortization 
Marketing, general and administrative 
Taxes other than income taxes 
Interest on long-term debt 


Other interest 


Earnings Before Income Taxes 


Provision for Income Taxes (Note 12) 
Deferred 


Current 


Net Earnings for Year Before Preferred 
Share Dividends of Subsidiary 


Preferred Share Dividends of Subsidiary (Note 9) 


Net Earnings for Year After Preferred Share 
Dividends of Subsidiary 


Retained Earnings at Beginning of Year 
Retained Earnings at End of Year 


1981 


(Note 2) 


$2 646 365 
48 414 
20 998 


27IS 177 


1 541 920 
274 440 
157 122 
156 942 
115 586 

35 446 
5 303 


2 286 759 
429 018 


175 278 
49 896 


225 174 


203 844 


138 971 


64 873 


110 799 


$ 175 672 


1980 


inna i lal ei! 


ie 


>*ETRO CANADA 


zonsolidated Statement of Changes in 


4inancial Position 


or the year ended December 31, 1981 
stated in thousands of dollars) 


iources of Working Capital 
Net earnings for year before preferred 
share dividends of subsidiary 


Add items not affecting working capital 


Working capital provided from operations 
Borrowings from revolving term loan 
‘Proceeds from issue of convertible notes 
‘Proceeds from issue of shares 

Petroleum incentives program grants 
‘Proceeds from issue of long-term debt 

: Advances on future natural gas deliveries 
ises of Working Capital 
Acquisition of Petrofina Canada Inc. 


Less working capital acquired 


Purchase of property, plant and equipment 
Repayments of revolving term loan 
Reduction of long-term debt 

Preferred share dividends paid by subsidiary 
Increase in investments 

Deferred interest 

Increase in deferred charges 


icrease (Decrease) in Working Capital 


/orking Capital at Beginning of Year 
I Pking Capital at End of Year 


i 
| 


1981 


(Note 2) 


$ 203 844 
323 126 


526 970 


1 029 558 


461 767 
460 972 
138 764 
21 230 
8 752 


2 648 013 


825 500 


299 77% 


525 729 
594 601 
462 729 
208 055 
138 971 
88 673 
40 447 
26 607 


2 085 812 


562 201 


135 205 


$ 697 406 


1980 


$163 686 
293 864 


457 550 


19 891 


597 441 


424 379 
60 829 
107 937 
10 163 


4991 


608 299 


(50 858) 


186 063 


$135 205 


St 
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PETRO CANADA 


Notes to Consolidated Financial Statements 


December 31, 1981 


(tabular amounts shown in thousands of dollars) 


Le 
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(a) 


(b) 


(c) 


(d) 


Summary of Significant Accounting Policies 


Basis of Consolidation 


The consolidated financial statements include the accounts of Petro-Canada and of all subsidiary 
companies (“the Corporation”) except those of Canertech Inc., the reason for which exclusion is 
described in Note 4. 


The excess of the consideration paid for the shares of subsidiaries over the underlying net book 
values at the dates of acquisition is attributed to the related assets acquired. 


Translation of Foreign Currency 


Current assets and current liabilities are translated at the rate of exchange in effect at the close of the 


year. The resulting gains and losses are included in earnings. Long-term assets, liabilites and 
preferred shares issued by a subsidiary are translated at rates in effect at the dates the assets were 
acquired, the obligations were incurred or the capital stock was issued. Revenue and expense items 
are translated at the average rates in effect during the year with the exception of depreciation, 
depletion and amortization which reflect rates in effect when the assets were acquired. 


Inventories 
Inventories are valued at the lower of cost and net realizable value. 


Investments 


The Corporation accounts for investments in companies over which it has significant influence on the | 


equity method. Other long-term investments are accounted for by the cost method. 
Property, Plant and Equipment 


The Corporation accounts for the investment in oil and gas properties on the full cost method 
whereby all costs relating to the exploration for and development of oil and gas reserves are 
capitalized. Such costs include those related to lease acquisitions, geological and geophysical 
activities, lease rentals on non-producing properties, drilling both productive and non-productive 
wells and overhead related to exploration. 


Separate cost centres have been established for non-frontier Canada, each of five Canadian frontier 
areas and each foreign area in which the Corporation has an interest. Costs incurred in producing 
foreign cost centres are depleted separately on the unit of production method based on estimated 
proven oil and gas reserves. In 1981, the Corporation adopted the revenue method of depletion for 
the non-frontier Canada cost centre whereby costs incurred are depleted in the proportion that 
current revenue is to the total estimated revenue from proven reserves of oil and gas. This 
modification of the unit of production method, which prior to 1981 was based on production 
volumes, was made in response to changes in the pricing of hydrocarbons initiated by the National 
Energy Program and finalized by the signing of the Energy Pricing and Taxation Agreements 
between the Federal Government and the producing provinces. 


Sc ti an aa et 


4 
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(f) 


(g) 


(h) 


Annual costs incurred in the other cost centres are amortized on a straight line basis over the period 
during which exploration activity in each cost centre is expected to continue. When exploration 
proves to be successful, as when an indicated commercial discovery is made, amortization is 
suspended and the unamortized balance of the cost centre is depleted on the unit of production 
method when production commences. When exploration proves to be unsuccessful and the cost 
centre is condemned or abandoned, the unamortized balance of that cost centre is charged to 
earnings at that time. 


Costs of property, plant and equipment associated with the Syncrude Project and related leases are 
accumulated in a separate cost centre and are depreciated on the unit of production method based 
on production volumes. Expenditures on other bituminous sands leases are also accumulated in 
separate cost centres and are amortized, depleted or otherwise charged to earnings in accordance 
with the policy described in the preceding paragraph. 


Depreciation of plant and equipment, except as noted above, is provided on either the unit of 
production method, based on production revenues, or the straight line method as appropriate. 
Annual straight line depreciation rates range from 2.5% to 25.0%. 


The interest cost of debt attributable to the construction of major new facilities is capitalized during 
the construction period. 


Substantially all of the Corporation’s exploration and production activities related to oil and gas are 
conducted jointly with others. Only the Corporation’s proportionate interest in such activities is 
reflected in the financial statements. 


Deferred Charges 


The Corporation defers costs incurred on feasibility studies involving economic evaluation and 
preliminary engineering relating to: 

(i) Production of hydrocarbons from conventional heavy oil and oil sands deposits 

(ii) Arctic Liquefied Natural Gas Project 


(iii) Transportation and refining projects 


When production or commercial activity of a particular project commences the applicable 
expenditures are transferred to property, plant and equipment and are charged to earnings based on 
the estimated useful life of the project. In the event that a decision is made not to proceed with a 
particular project, all associated costs are charged to earnings at that time. 


Certain costs relating to the Corporation’s marketing program are deferred and amortized on a 
straight line basis over five years. 


Debt issue expense is amortized on a straight line basis over the life of the debt. The amortization is 
included with interest on long-term debt in the consolidated statement of earnings and retained 
earnings. 


Federal Petroleum Compensation Program 


Under the oil compensation program the Federal Government compensates eligible importers, and 
purchasers of domestic synthetic crude oil for a portion of certain costs with respect to petroleum 
consumed in Canada, provided they maintain prices for certain products at levels not to exceed those 
suggested by the Government. Compensation received under the program is reflected as a reduction 
of crude oil and product purchases. 


Research Costs 


Research costs are charged against earnings as incurred. 
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(i) Income Taxes 


The Corporation makes full provision for income taxes deferred as the result of claiming tax 
depreciation, exploration, development and other costs which exceed the related amounts charged 
to expense in the financial statements. 


(j) Pension Plan 


Costs of pension benefits for current services are funded and charged to earnings as they accrue. 
Costs for past services, arising from amendments to the plan, and experience deficiencies are funded 
in accordance with applicable pension legislation and charged to earnings over periods not exceeding 
fifteen years. 


Acquisition of Petrofina Canada Inc. 


On April 18, 1981 the Corporation made a tender offer to purchase for cash at $120 per share, subject to 
adjustments to reflect imputed interest and dividend payments, any and all of the outstanding common 
shares of Petrofina Canada Inc., subsequently renamed Petro-Canada Entreprises Inc. (’‘Enterprises’’). 
The offer will terminate on February 28, 1983, unless extended. 


Effective May 12, 1981 the shareholders of Enterprises approved the sale of substantially all its net assets 
to the Corporation in exchange for securities issued by a subsidiary of the Corporation. The securities are 
valued at $1 612 950 000, being the equivalent of $120 per common share of Enterprises after adjustment 
for estimated imputed interest and dividends on common shares of Enterprises not yet acquired by the 
Corporation. 


The net assets acquired at attributed values consist of: 


Property, plant and equipment 


| 
| 
a 


f 


Oil and gas 
Canada 
— non-frontier, 4.0 2. ee $ 696 616 
——~ frontier 9 or 12.253 
Bituminous sands 
me DYNCUCE Se ee 191 584 
— Other bituminous sands ..............:..... Cee ee 55 126 7. 
Refining and marketiie.) 005.2053 688 054 
Pipelines and other property and equipment:......... 3... 6 888 | 
1.650 521 4 
Investments 66 5 ei a ee a 4773 4 
Deferred charges) os5 00 a ee 1 674 | 
Long-term debt.6 2. (176 460) 
Advances on future natural gas deliveries (14 957) 
Deferred income taxes :¢.0 se a (152 372} 
Working capital 
—= Current assets 10. 5 $ 462 520 
-- Current hiabilities:.. . 2 (162 749) 299 771 
$1 612 950 


| 
| 
a 
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The acquisition of the assets from Enterprises and the tender offer constitute an integrated transaction 
which has been accounted for by the purchase method with the results of operations included in these 
financial statements from May 12, 1981. Details of the acquisition are as follows: 


pop value Of acquired assets 3 $1 070 905 
Poem Valeo: asstimed liabilities 2... (508 484) 
562 421 
Excess of attributed value over book value of acquired net assets: 
Petroleum and natural gas propertiés.... $487 789 
Bede gia mares 509 802 
Bituminous sands 
S erocude Viet 7 838 
> uiet Dituininoas sands leases. 45 100 1 050 529 
Net assets acquired from Enterprises at attributed value ............. 1 612.950 
SLO es Oe  rrr——“‘<‘<‘“‘“‘i‘“‘iéOSOCOSOCSsSCS*S*sSCS (787 450) 
Cost of acquisition to December 31,1981... $ 825 500 


At December 31, 1981 the Corporation had acquired 6 750 418 shares (55.7%) of the outstanding common 
shares of Enterprises. The acquisition was financed by funds from a revolving term loan (Note 8). The 
minority interest is stated, pursuant to the offer of April 18, 1981 and the shareholder approval of May 
12, 1981 referred to above, at the estimated cost of acquiring all of the outstanding shares of Enterprises 
not already held by the Corporation at December 31, 1981. Funds for the acquisition of these shares will 
also be provided from the revolving term loan. 


Inventories 
1981 1980 
Inventories consist of: 
rr—“‘“‘“‘“ ‘“ ‘“ ‘i‘“C;”;C”C $ 67 378 $ 51 356 
Domestic crude oil, refined products and merchandise .............. 337 658 43 796 
Materials and supplies ........... ee —— i 68 981 32 062 
$474 017 $127 214 


SO 
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Investments 


The Corporation’s investments consist of: 


1981 1980 
At equity 
Westcoast Transmission Company Limited ...............--+-+++5 $170 716 $163 012 
Panarctic Oils: Ltd. os 150 702 117 598 
Other: 2 25 978 200m 
At cost 
Canertech WiC. 6 a ee 20 000 — 
Mortgages and other investments ........-.-+ +: essere rere seers 16 479 8 648 
$383 875 $291 817 


Westcoast Transmission Company Limited 


At December 31, 1981 the Corporation held 31.3% of the total outstanding common shares of Westcoast . 
Transmission Company Limited (“Westcoast”). 


The value assigned to the investment in Westcoast, when it was acquired by the Corporation, and the cost 
of subsequent share purchases exceed the underlying net book value at the dates of acquisition by 

$33 388 000. This excess is being amortized over the estimated useful lives of the underlying assets to 
which it is attributed by charges against the Corporation’s share of Westcoast’s net earnings. 


Westcoast is a regulated utility and is subject to regulatory directives which may change the components 
of the cost of service. Changes resulting from such directives do not have a direct effect on net earnings 
due to rate of return on rate base considerations which are also taken into account in the regulatory 
process. 


At December 31, 1981, the quoted market value of the Corporation’s investment in Westcoast was 
$168 649 000 (1980 — $189 333 000). 


Panarctic Oils Ltd. 


During 1981 the Corporation acquired an additional 6 082 387 common shares of Panarctic Oils Ltd. 
(“Panarctic”) in exchange for cash and common and preferred shares of the Corporation, increasing 
its holding to 28 099 785 shares, and advanced additional funds in connection with the ongoing 
financing of Panarctic. The activities of Panarctic are in the exploratory stage and all expenses less 
sundry income have been capitalized; the company is deemed not to have earned a profit or sustained 

a loss. Panarctic’s shares are not traded on the open market and therefore do not have a quoted 
market value. 


Canertech Inc. 


Canertech Inc. was incorporated by the Corporation as a wholly-owned subsidiary company and 
commenced operations during 1981 developing alternate energy sources in Canada. The Government of 
Canada has indicated its intention to establish Canertech Inc. as an independent crown corporation and _ 
to purchase the Corporation’s investment at cost. The accounts of Canertech Inc., therefore, have not 
been included in the consolidated financial statements because of the temporary nature of control by the 
Corporation. 


Property, Plant and Equipment 


Property, plant and equipment consists of: 


1981 OU 
Accumulated 
Depreciation, 
Depletion and 
fost sCsCAmortvzation =—oNect~—(‘sNGt 
Oil and Gas 
Canada 
— non-frontier areas ................. oS $3 098 843 $289 323 $2 809 520 $1 976 293 
= trOlNtier areas. = 464 294 79 829 384 465 317 828 
OPS UA GON 117 831 21 919 95 912 83 894 
Bituminous sands 
— Syncrude Project and related leases ... 500 641 22 405 478 236 282 862 
— Other bituminous sands leases and 
expenditures thereon ............... 131 158 15 682 115 476 35 338 
meuning and matketing .... 825 676 34 706 790 970 53 966 
iecital eas liquids 129 623 13 943 115 680 121 250 
Pipelines and other property 
end equipment... 2... 139 841 18 713 121 128 79 310 
$5 407 907 $496 520* $4 911 387 $2 950 741 


*Consists of depreciation — $111 393 000, depletion — $267 871 000 and amortization — $117 256 000 (at 
December 31, 1980 — $56 464 000, $207 396 000 and $75 665 000 respectively). 


Deferred Charges 


Deferred charges consist of: 


1981 1980 
At cost 
preavy Ol and oilsands projects... $19 489 $ 8 948 
Polat Gas Project. 2... r= 16 397 15 372 
Dice Liguetied Natural Gas Projeck 17 515 10 899 
el 8 079 4773 
Net of amortization 
Pec Issue eXPence. 364 434 
Piaeedne program) 7 910 Lily 
$69 754 $41 543 
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Long-Term Debt 


Long-term debt consists of: 


Maturity 1981 1980 
In Canadian dollars 
Bank Income Debentures ..3...4...5-.. 4-63: 1983 $ 90 000 $140 000 
Promissory notes, bearing interest at prime rate. . 1985 20 692 ee 
Unsecured loans, bearing interest at 2% above 
prime rate 3.5555 -8.. 2) 1990 40 000 = 
Other loans and long-term obligations .......... 1982 - 1997 5 741 4 349 
In United States dollars 
9% unsecured notes ($56 250 000 U.S.) .......... 1996 66 641 71 116 
8.45% unsecured notes ($30 000 000 U.S.) ....... 1987 35 545 35. 53H) 
5.25% unsecured notes ($18 200 000 U.S.) ....... 1985 21 747 26 351 
5.75% — 6.25% mortgages ($3 204 000 U.S.) ..... 1988 3 811 4 485 
6.5% secured NOtGS. 0 0 — 1 283) 
284 177 283 075) 
Less portion due within one year............-+--. 73 135 61 668 ' 
$211 042 $221 407) 


Bank Income Debentures 


The Bank Income Debentures are held by a Canadian chartered bank and bear interest at approximately 49% 
(1980 - 50%) of the bank’s prime lending rate as announced from time to time. No deduction is allowed 
under the Income Tax Act for interest expense relating to the Bank Income Debentures. 


While the Bank Income Debentures are not secured by any charge against the assets of the Corporation, 
there are certain restrictions with respect to the disposition or encumbrance of the investment by the 
Corporation in a subsidiary company. 


Repayment of long-term debt 


Annual repayments of the 8.45% unsecured notes will commence in 1982. All the other issues are currently 
subject to minimum annual repayments. 


The repayment of long-term debt in each of the next five years is as follows: 


1982 — $73 135 000 1983 — $73 194 000 1984 — $23 132 000 
1985 — $26 662 000 1986 — $15 503 000 


Revolving Term Loan 


During 1981 the Corporation entered into an agreement with two Canadian chartered banks providing for 
a three year revolving credit facility, amounting to $1.5 billion Canadian or the equivalent in U.S. dollars, 
to finance the acquisition of Enterprises. The December 31, 1981 term loan balance includes $405 215 000 
which is repayable in U.S. funds in the amount of $337 567 000 U.S. 


The term loan bears interest at floating rates. At December 31, 1981 the interest rate on both the Canadian | 
dollar and the U.S. dollar borrowings was approximately 17%. 


The 1981 term loan borrowings are being repaid by funds from the Canadian Ownership Account (Note 
10). Accordingly, the loan is reflected as non-current. 


Preferred Shares Issued by a Subsidiary 


The preferred shares issued by a subsidiary consist of 12 500 000 floating rate, cumulative, redeemable, 
non-voting, preferred shares issued at $100 U.S. per share to a group of Canadian chartered banks. 


The shares are redeemable, at the option of the subsidiary, at $100 U.S. per share, plus accrued dividends. 


Cumulative dividends, payable quarterly, are, at the option of the subsidiary, based on a percentage of 
either the United States Base Rates, or the London Inter-Bank Offered Rates of the banks. At December 
31, 1981, the dividend rate was approximately 9% per annum. 


Under the terms of an agreement between the banks and the Corporation, in the event that the subsidiary 


does not exercise its option to redeem the shares over a ten year period beginning December 31, 1983, or 
in the event of certain occurrences under the provisions of the agreement, the banks have the option to 
require the Corporation to purchase the shares at $100 U.S. per share, plus accrued dividends. 


. Convertible Notes 


The Corporation issued convertible notes to the Government of Canada in acknowledgement of funds 
received during 1981 from the Canadian Ownership Account. These funds were applied against the 
revolving term loan (Note 8). The Corporation will continue to receive funds available to the Canadian 
Ownership Account and issue convertible notes in acknowledgement thereof, until the portion of the 
revolving term loan, including interest thereon, applicable to the acquisition of Enterprises (Note 2), to a 
maximum of $1.7 billion, has been repaid. 


The notes, which are non-interest bearing, will be converted into common shares of the Corporation. 
Interest on the revolving term loan has been reflected as deferred interest pending conversion of the 
notes which will create contributed surplus against which the deferred interest will be charged. 


. Capital 


Authorized: 


The initial authorized capital of the Corporation was $500 million divided into 100 common shares of the 
par value of $5 million each. This was increased to 120 common shares on the acquisition of the capital 
stock of Panarctic Oils Ltd., previously owned by the Government of Canada. 


Pursuant to the Petro-Canada Act, and subject to certain conditions and limitations as to the aggregate 
amount, the authorized capital of the Corporation is increased by the issue of preferred shares. 
Accordingly, at any time, the authorized and issued preferred shares are identical. The preferred shares 
have a par value of $1 each, are redeemable at par at the option of the Corporation, carry no stated rate 
of dividend and are non-cumulative. 


The Government of Canada has proposed legislation to increase the authorized capital of the Corporation 
to a maximum of $5 500 000 000, in part to facilitate the conversion of the notes (Note 10). 


Sy) 


Issued (to the Government of Canada): 
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Common Shares 


Balance at beginning of year ....... 


In consideration for shares of 


Panarctic Oils Ltd. (Note 4) ...... 


Balance at .end‘of-yeat. 7. , 240... 


Preferred Shares 


Balance at beginning of year ....... 
For-cash ieee ee eee 


In consideration for shares of 


Panarctic Oils Ltd. (Note 4) ..... 


Balance at end of year... 6.352): 


Income Taxes 


The provision for income taxes of $225 174 000 (1980 — $155 464 000) represents an effective rate of 52.5% 
(1980 — 48.8%) on earnings before income taxes of $429 018 000 (1980 — $319 150 000). The provision has be; 


computed as follows: 


Earnings before income taxes ...... 


Add (deduct) 


Royalties and other payments to 
Provincial Governments ....... 


Federal allowances 


Resource allowance:;....: 5. 
Tax depletion. 325.028... es 


1981 
Number of 
Shares Consideration 
116 $580 000 


4 20 000 
120 $600 000 


$423 800 
440 000 


423 799 853 
440 000 000 


972 000 972 
864 771 853 $864 772 


Scientific researcheallowance..< 3 a 


Frontier exploration allowances 
Non-deductible interest on Bank 
Income Debentures (0... 
Petroleum and gas revenue tax 
Amortization of excess of attributed 
value over book value of assets 
acquired on purchase of subsidiary 
COMPANIES 5. ne 
Equity in earnings of affiliates 
Other Sie ee te 


Combined Canadian Federal and Provincial 


income tax at 50.2% (1980 — 48.8%) 


Deduct tax rebates and credits 


Provincial income tax rebate plans 


Federal investment tax credit 


Provision for income taxes........ 


1980 
Number of 

Shares Consideratio 
116 $580 0 

116 $580 0 

343 799 853 $343 8) 
80 000 000 80 0 
423 799 853 $423 8 


1981 1980_ 
$429 018 $319 
264 392 21314 
(152 619) (132 4 
(88 152) (945 
(14 078) (21 
= (5% 
13 556 124 
52 105 = 
65 923 48 | 
(20 998) (16 ( 
3 896 (2) 
553 043 340 | 
277 628 166 | 
(14 060) (10 ' 
(38 394) = 
$225 174 $155) 


. Pension Plan 


The present value of all unfunded past service pension obligations, based on actuarial computations, is 
approximately $20 200 000 at December 31, 1981, of which $16 200 000 was assumed on the acquisition of 


Enterprises. 


Effective January 1, 1982, the Corporation integrated Enterprises’ pension plan with its own plan. Certain 
amendments were required for the integration which resulted in an additional unfunded past service obligation 


of $13 500 000. 


. Segmented Information 


The Corporation operates principally in the following business segments: 


Business Segment 


Natural resources 


Refined oil products 


Natural gas liquids 


Operations 


Exploration, development and production activities for crude oil, 
natural gas, field liquids, sulphur, oil sands, coal and minerals. 


Purchase and sale of offshore oil (including transactions undertaken 
in accordance with Government of Canada directives); refining crude 
oil into oil products; distribution and marketing of these and other 
purchased refined oil products. 


Extraction of liquids from natural gas; transportation, distribution 


and marketing of the natural gas liquids. 


The financial results of operations by business segment are as follows: 


Total Operating Revenue .. 


Product costs and 
operating expenses ...... 
Depreciation, depletion and 
amioruzation <........... 


OS ee. 
Total Operating Expenses .. 
Operating Profit........... 


Interest and other income .. 
Equity in earnings of 
Petes 
Marketing, general and 
administrative expenses . . 
Interest on long-term debt . . 
mer ierest 
Provision for income taxes. . 


Net Earnings for Year 
Before Preferred Share 
Dividends of Subsidiary 


Natural 
Resources 


Refined 
Oil 
Products 


1981 


Natural 
Gas 
Liquids 


Eliminations 


Ss. 


181 893 


113 530 


15 344 


1 816 360 


157 122 


115 586 


$350 753 


$ 126 095 


$ 80 449 


557 297 


48 414 
20 998 


(156 942) 
(35 446) 
(5 303) 
(225 174) 


(353 453) 


$ 203 844 


4] 


1980 
Refined Natural 


Natural Oil Gas Elimin- 
Resources Products Liquids ations Total 
Sales to CustOMers <0 $508 866 $267 205 $215 446 $ — $991 St 
Inter-segment transfers. 3,0 sa 15 958 4 306 se (20 264) | 
Total Operating Revenue .............. 524 824 271 511 215 446 (20 264) 991 SH 
Product costs and operating expenses .. 132 058 211.937 131 546 (20 264) 455 27 
Depreciation, depletion and 
amortizalion 2.5002 125 644 5 036 11 280 — 141 96 
Taxes other than income taxes......... — 16 119 _— — 16 11 
Total Operating Expenses............. 257 702 233 092 142 826 (20 264) 613 35 
Operating Profit, $967122. $38 419 $72 620 378 16 
Interest and other income ...0,..-..... 27 61 
Equity in earnings of affiliates ......... 16 02 
Marketing, general and 
administrative expenses... «2... (79 
Interest on long-term debt............. (22 88 
Provision for income taxes +. .5 2 <2: (155 46 
(214 47 
Net Earnings for Year Before Preferred | 
Share Dividends of Subsidiary ...... $163 68 
Inter-segment transfers are accounted for at market value. 
The identifiable assets at December 31, and the amount of capital expenditures for the year, { 
by business segment, are as follows: 
Identifiable Assets Capital Expenditures 
1981 1980 1981 1980 
Nattiral resources 0 2a sc. $4 336 988 $2 919 403 $527 754 $386 0 
Retined oll product6:. 222. rc 1 419 042 223 085 80 358 173 
Natural gas iqtide 3.52.23 154 175 148 550 2 498 14 
Other ee ee 702 328 475 728 99 271 349, 
$6 612 533 $3 766 766 $709 881 $439 5. 


Other identifiable assets include cash and short-term deposits, investments in other companies, 
general corporate assets and miscellaneous corporate ventures. 


5. Comparative Figures 


Certain reclassifications have been made to the 1980 comparative figures to conform with the current 
year’s presentation. 


6. Commitments and Contingencies 


(a) Commitments 


In addition to commitments incurred in the ordinary course of business the Corporation has, at 
December 31, 1981, the following commitments: 


(i) | The Corporation is participating in the construction of an office complex in Calgary and is also 
participating in the construction of an offshore drilling vessel. These projects will require a 
commitment by the Corporation of approximately $222 000 000, which is expected to be 
financed by mortgage borrowings. In addition the Corporation has entered into a long-term 
lease for the use of the drilling vessel and has agreed to enter into a long-term lease for the use 
of the office complex. 


(ii) The Corporation has leased certain offshore drilling vessels for periods of one to four years. The 
gross lease rentals will amount to approximately: 1982 — $160 000 000, 1983 — $167 000 000, 1984 — 
$164 000 000 and 1985 — $43 000 000. These vessels will be used by the Corporation in exploration 
projects carried out during the Canadian drilling season and the lease rentals will be shared 
with other participating companies. It is planned to sublease the drilling vessels while they are 
not being used in such projects. 


(iii) The Corporation is a participant in a project operated by Syncrude Canada Ltd. to produce 
synthetic crude oil from the Athabasca Oil Sands. Associated with the Syncrude Project are 
facilities which are not owned by the participants, consisting of a steam and electricity 
generating plant, a field gas supply pipeline and a pipeline to transport plant product to 
Edmonton. The Corporation, together with the other participants, has minimum usage 
commitments relating to these facilities. 


Contingencies 


(i) On January 9, 1980 the Atlantic Richfield Company served the Corporation and a subsidiary 
with a Statement of Claim requesting that the Corporation cause the subsidiary to pursue a 
monetary claim for $12 039 000 against the Government of Saskatchewan with respect to 
payments made by it under certain Saskatchewan legislation (subsequently determined to be 
unconstitutional) prior to the time the shares of the subsidiary were acquired by the Corporation 
from Atlantic Richfield Company. The Statement of Claim asks the court, inter alia, for certain 

injunctive relief and general damages in the amount of $20 000 000. 


Prior to the service of the Statement of Claim, the subsidiary had executed an assignment and 
quitclaim agreement with the Government of Saskatchewan pursuant to which the payments 
made under the unconstitutional legislation were applied in satisfaction of an assessment 

under the Oil Well Income Tax Act, 1978 for the same period as the payments previously made. 


In the opinion of management, based on the advice of counsel, no provision for the claim is 
required in the accounts of the Corporation. 


(ii) Certain of the transactions previously referred to in Notes 4 and 11 and the reimbursement, if 
necessary, of an advance in the amount of $40,000,000 with interest, made in connection with 
the Cold Lake Project are subject to the enactment of proposed legislation by the Government of 
Canada. 
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Reading the Financial Statements — 
An Introduction 


The following summary of how Petro-Canada reports on its operations is intended to outline the methodology 
of the Corporation’s financial presentation and to assist the “non-financial” reader in a fuller understanding of 
the data presented in the consolidated financial statements. 


The consolidated financial statements presented on pages 28-43 summarize the accounting records of Petro-Canada 
and its subsidiaries. They consist of the balance sheet, the statement of earnings and retained earnings and 
the statement of changes in financial position, together with explanatory notes. 


Consolidated Balance Sheet 

The balance sheet (pages 28 and 29) is a summary of the Corporation’s assets, liabilities and shareholder's 
equity at a specific date, December 31, 1981, which is the end of the Corporation’s financial year. 

Assets: The assets are classified into five categories: 

Current assets consists of cash and items which are expected to be converted into cash or consumed in 
operations within one year of the balance sheet date, 

Investments represents the Corporation’s interest in other companies in which it has an ownership of 


approximately fifty per cent or less (see Note 4); 


Property, plant and equipment consists mainly of investment in oil and gas properties and related facilities, for use 
in operations. Property, plant and equipment is stated at cost less accumulated depreciation, depletion and 
amortization charged to earnings; | 


Deferred charges are costs incurred which represent potential contribution to future revenue and which will be 
charged to earnings in future years. 


Deferred interest is interest incurred on bank borrowings used to finance the acquisition of Petrofina Canada | 
Inc., which has been renamed Petro-Canada Enterprises Inc. (“Enterprises”). This interest will be retired 
against contributions from the Canadian Ownership Account (see Note 10). 


Liabilities: The liabilities are classified into eight categories: 


Current liabilities are amounts owed by the Corporation which are expected to be paid within one year of the 
balance sheet date; 


Long-term debt consists of borrowings from banks and other institutions which are repayable over a period 
commencing more than one year after the balance sheet date; 


Revolving term loan is the financing vehicle which provided funds for the acquisition of Enterprises; 


Advances on future natural gas deliveries represents payments received by the Corporation under the provisions | 
of “take or pay” contracts for undelivered natural gas. The revenue will be included in earnings when the gas 
is delivered; 


Deferred income taxes result from deducting certain costs in determining taxable income for a particular year to 
a greater extent than such costs are deducted from income for financial reporting purposes in that year. Typica 
of such costs are exploration expenditures, which may be deducted from income in calculating income taxes 
payable in the year they are spent, but which are deducted from income for financial reporting purposes over i. 
number of years. Deferred income taxes is not a liability but rather represents the cumulative amount by 
which the provisions for income taxes reported in the financial statements exceed income taxes currently 
payable, using the deductions permitted under the Income Tax Act; 
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inority interest in subsidiary represents the interest in shares of subsidiary companies not owned by the 
orporation (other than the preferred shares described in the next paragraph); 
eferred shares issued by a subsidiary consists of shares issued by Petro-Canada Exploration Inc. to a group of 
anadian chartered banks. 


mvertible notes were issued to the Government of Canada in acknowledgement of funds received from the 
overnment. These notes will be converted into common shares of the Corporation. 


iareholder’s equity is the shareholder’s investment in the net assets of the Corporation. The balance sheet 
assifies it into two categories: 


pital represents payments received from the Government of Canada for purchase of the Corporation’s 
eferred and common shares; 


‘tained earnings are the accumulated earnings of the Corporation since incorporation which have been 
invested in operations. The computation of retained earnings is shown in the statement of earnings and 
tained earnings. (Page 30) 


onsolidated Statement of Earnings and Retained Earnings 


hereas the balance sheet is a record of the financial position of the Corporation at a specific date (December 

, 1981), the statement of earnings presents the financial results of activities over a twelve month period. The 
itement shows how the earnings (profit) for the year were earned. It identifies the sources of the 

rporation’s revenue and the various categories of expenses incurred to produce the revenue. It also identifies 
2 provision for income taxes and the preferred share dividends paid by Petro-Canada Exploration Inc. In the 
wer portion of the statement the earnings for the year are added to the opening retained earnings, resulting 
the retained earnings at the end of the year. This amount is included in the shareholder’s equity portion of 
2 balance sheet. 


onsolidated Statement of Changes in Financial Position 


e statement of changes in financial position (page 31) identifies the major sources of funds received during 
2 year and the uses to which these funds were put. “Funds” are defined as working capital, which is the 
‘ference between current assets and current liabilities reflected in the balance sheet. 


‘e statement commences with “earnings before preferred share dividends of subsidiary”, from the statement 
earnings and retained earnings, to which is added the charges deducted in computing earnings which did 

t involve an outlay of working capital during the current year (e.g. depreciation, depletion and 

lortization, deferred income taxes, etc.). This results in working capital provided from operations, to which is 
ded the other sources of working capital. The major uses of working capital are deducted from the total 
urces to determine the change in working capital for the year. This change is added to the working capital at 
> beginning of the year, resulting in the working capital at December 31, 1981. 


{ 


i 
| 


| 
| 


(continued on next page) 
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Notes to Consolidated Financial Statements 

Note 1 (pages 32-34) is a summary of the significant accounting policies followed by the Corporation. This summary 
describes the policies used in preparing the consolidated financial statements; translating foreign financial data 
into Canadian dollars; valuation of inventories; accounting for investments; capitalizing costs of property, plant 
and equipment and how these costs are charged against earnings over the lives of the assets. The summary 

also outlines how deferred charges, Federal petroleum compensation, research costs, income taxes and pension — 


costs are accounted for. 
| 


The other notes provide disclosures required in order to comply with generally accepted accounting principles 
and provide additional information and analyses of significant items. 


Comparative Figures 
The balance sheet as at December 31, 1980 and the 1980 results of operations and changes in financial position — 
are presented in the financial statements for comparative purposes. 
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Board of Directors 


Wilbert (Bill) H. Hopper 
Chairman of the Board and 
Chief Executive Officer 
Petro-Canada 

Calgary, Alberta 


J. Claude Hébert 


Deputy Chairman of the Board of 
Petro-Canada 

Business Consultant 

Montreal, Quebec 


Edward M. Lakusta 


President and 

Chief Operating Officer 
Petro-Canada 

Calgary, Alberta 


James T. Black 


President and 

Chief Executive Officer 

The Molson Companies Ltd. 
Rexdale, Ontario 


Richard J. Cashin 


President 

Newfoundland Fisherman, Food 
and Allied Workers Union 

St. John’s, Newfoundland 


Ione J. Christensen 
President 

Hospitality North Ltd. 
Whitehorse, Yukon 


Marshall A. Cohen 
Deputy Minister 
Finance 

Ottawa, Ontario 


Jerahmiel S. Grafstein 
Partner 

Minden, Gross, Grafstein and 
Greenstein 

Toronto, Ontario 


H. Harrison McCain 


Chairman of the Board 
McCain Foods Limited 
Florenceville, New Brunswick 


David McD. Mann 


Partner 
Cox, Dowie, Nunn, and Goodfellow 
Halifax, Nova Scotia 


J. Robert Ouimet 


President and Chief Executive Officer 
The Ouimet Cordon Bleu Group 
Montreal, Quebec 


Thomas K. Shoyama 


Visiting Professor 

School of Public Administration 
University of Victoria 

Victoria, British Columbia 


Ian A. Stewart 


Senior Adviser 
Ministry of State for 
Economic and Regional Development 
Government of Canada 
Ottawa, Ontario 


Paul M. Tellier 

Deputy Minister 

Energy Mines and Resources 
Ottawa, Ontario 


Senior Officers 
Wilbert (Bill) H. Hopper 


Chairman of the Board and 
Chief Executive Officer 


Edward M. Lakusta 


President and 
Chief Operating Officer 


= 


David P. O’Brien 


Senior Vice-President 
Finance and Planning 


James M. Stanford 


President 
Petro-Canada Resources 


William A. West 


President 
Petro-Canada Products 


Corporate Profile 


Petro-Canada is an integrated 

energy corporation totally owne 
by the Government of Canada. 
Established by Act of Parliamen 
1975 as a Schedule D Crown ~ 
Corporation, Petro-Canada bege 
operations in 1976. Since that — 
time three major acquisitions ar 
aggressive programs in all secto 
of the industry have contributec 
the evolution of the Corporatioi 
as a major integrated company 
with an asset base of $7 billion. 


Petro-Canada’s 6 200 employee: 
are located from coast to coast. 
The Corporation’s head office is 
in Calgary, Alberta. 


Head Office 

P.O. Box 2844 
Calgary, Alberta T2P 3E3 
Telephone: (403) 296-8000 . 
Telex: 03825753 


Canertech 


A venture capital subsidiary 

of Petro-Canada dedicated to 
development of conservation { 
technology and alternate sources ¢ 
renewable energy, Canertech 
completed its second year of 
operation. Canertech is expected t 
be reorganized in 1983 as an 
autonomous Crown Corporation. | 


Petro-Canada Internatior 
Assistance Corporation 


Petro-Canada International Assisti 
Corporation (PCIAC) is a wholly- 
owned subsidiary of Petro-Canadi 
which assists oil importing | 
developing countries to find and | 
develop their own domestic oil ar 
gas to reduce dependency on imp 
supplies. The ability to use Canac 
goods and services is an importat 
factor in project selection. 


Since PCIAC is financed by Cana 
government aid funds, the activit 
of PCIAC have no impact on the’ 
earnings of Petro-Canada. | 


During 1982, PCIAC executed 
agreements for projects which ar 
under way in Tanzania, Jamaica, 
Senegal and Barbados. | 


nmary of 
nings 
thousands 
ollars) 


er 

mcial 

a 
housands 
ollars) 


Revenue 
Expenses 


Add (deduct): 
Provision for income taxes 
Gain on sale of subsidiary 
Minority interest 


Net earnings before preferred 
share dividends of subsidiary 

Preferred share dividends of 
subsidiary 


Net earnings after preferred 
share dividends of subsidiary 


Working capital provided from 
operations 

Capital expenditures 

Petroleum Incentives Program grants 

Acquisition of subsidiary 

" companies 

Total assets 

Working capital 

Long-term debt (Note 3) 

Minority interest in subsidiaries 

Preferred shares issued by a 
subsidiary 

Shareholder’s equity 


Domestic production from oil 
and gas wells 
— Crude oil and natural gas 
liquids (thousands of m°) 
— Natural gas (millions of m*) 
Synthetic crude oil 
(thousands of m°) 
Foreign crude oil 
(thousands of m°) 


Domestic (Note 4) 
— Crude oil (millions of m°) 
— Natural gas liquids (millions of m°) 
— Natural gas (billions of m’) 
Foreign 
— Crude oil (millions of m°) 
— Natural gas (billions of m°) 


Sales volumes (millions of m°) 
— Gasoline and distillates 
— Liquefied petroleum gases 
Marketing outlets 


Number at December 31 


1. Certain reclassifications have been made to the fi 


in reporting presentation. 


1982 1981 1980 1979 1978 
(Note 2) (Note 2) (Note 2) 
$3 378 617 $2 715 777 $1 035 154 $ 766 295 $ 205 095 

3 071 494 2 286 759 716 004 513 273 128 600 

307 123 429 018 319 150 253 022 76 495 

(188 298) (225 174) (155 464) (121 968) (42 109) 

7 082 = - ae sa 
4 735 ae = (5 049) (7 010) 

130 642 208 844 163 686 126 005 27 376 

120 082 138 971 107 937 95 846 13 636 
$ 10560 $ 64 873 $ 55 749 $ 30 159 $ 13 740 
$ 500 271 $ 526 970 $ 457 550 $ 357 684 $ 113 168 

1 046 561 679 420 430 488 367 652 230 558 
299 892 138 764 — = ae 
7 213 868 068 9 045 749 528 763 607 

7 552 115 6 612 533 3 766 766 3 411 321 3 348 913 

793 562 685 299 135 205 186 063 82 824 

330 686 1 312 773 283 075 329 506 337 116 

566 945 787 450 = = 279 790 

1 464 375 1 464 375 1 464 375 1 464 375 1 464 375 
3 341 848 1 640 444 1 114 599 978 850 802 691 
10.8 113 9.9 11.1 10.9 
10.6 10.7 9.3 11.5 10.7 
2.3 24 1.5 1.2 a 
0.2 0.2 0.2 = 
47.1 47.0 42.3 44.8 45.7 
7.9 82 6.4 5.6 4.8 
135.8 138.3: , 115.4 107.8 118.7 
0.9 Ad 1:0 * 1.0 1.0 
0.5.; 0:5 = sy 
tek We 
4.6 “4.0 1a 1.3 0.2 
13 12 2 12 0.2 
1 605 TSU a 407 420 426 
6 166 5 601 = | 79 903 2 246 2 038 


gures previously reported for earlier years to reflect subsequent changes 


2. Financial and operating results are included from November 11, 1978, for the former Pacific Petroleums Ltd., from 


May 12, 1981, for the former Petrofina Canada Inc. operations, 


Oils Ltd. 


3. Long-term debt includes current maturities. 


and from May 1, 1982, for the operations of Panarctic 


4. The proven reserves figures do not include synthetic crude oil reserves resulting from the Corporation’s interest in the 


Syncrude Project. 


On behalf of the Board of 
Directors, I am pleased to present 
the Petro-Canada Annual Report 
for the fiscal year ended 
December 31, 1982. 


The year has been a difficult one 
for Petro-Canada as it has for the 
rest of the Canadian oil and gas 
industry. Worldwide demand for 
energy is down, due to the 
economic recession and the 
commendable actions of businesses 
and individuals in conserving 
energy and improving the 
efficiency of its use. The effect of 
this decline in demand, however, 
has caused concern for producers 
of energy and their host 
governments because of lower 
revenues due to reduced levels of 
production and lower prices. 


This worldwide situation has had 
its effects on Canada. The 
downturn in energy demand has 
put severe pressure on the 
downstream operations of all the 
companies. As well, there have 
been significant shut-in volumes 
of crude oil and natural gas in the 
upstream business. The uncertainty 
over the future price trends of 
energy has caused the shelving of 
several of Canada’s high-cost, 
high-risk energy development 


SS ES 


projects. Finally, the forecasts fo 
energy prices, and the fiscal and 
tax framework that was 
established in 1981 based on 
those forecasts have not been 
proven appropriate by subsequei 
events. This has put severe 
pressure on the profit 
expectations of the oil industry. 


We still believe, however, that 
opportunities exist in today’s 
environment. The search for ne) 
energy sources to ensure securif 
of domestic supply is still the 
fundamental priority for Petro- 
Canada. We have continued an 
aggressive Western Canada 
exploration program, particularl 
in oil prone areas. Petro-Canadi 
was the third most active 
operator in Western Canada in | 
terms of number of wells drillec 
We have also continued as the | 
most active explorer in the 
frontier regions of Canada in th 
search for new commercial | 
sources of oil and gas. In 1982, 
full 35 per cent of our capital 
expenditures was dedicated to! 
frontier exploration programs. — 
We believe that development 0 
Sable Island gas will likely be t! 
first new source of frontier ene 
We have also pursued these 
projects in such a way as to 
maximize business opportunitic 
for Canadian business and 
employment for Canadians. 


> Corporation has responded 
hese difficult economic times 
instituting a major cost-cutting 
gram. In April, a total hiring 
ze was instituted, budgets for 
eral projects were curtailed in 
it of new conditions, work 

irs for employees were 

eased, and a major 
reduction program was 
lemented. As well, the 
poration has undertaken a 

or reorganization of its 

ral management structure to 
| with the current business 
ironment. 


ate October, Petro-Canada 

an discussions with BP 

ada Inc., which culminated in 
igreement whereby BP would 
< to restructure its assets into 
tream and downstream 

ips. Upon the completion of 
restructuring, Petro-Canada 
le an offer to purchase 100 per 
-of the downstream assets. 

; purchase will further increase 
o-Canada’s market share in 
‘bec and Ontario, and increase 
\ation-wide market share to 

ler cent. The response by the 
adian public to our presence 
1e marketplace, during 1982, 
been most gratifying and 

Ss us good reason to be 

mistic about this purchase. 


-e have been several changes 
ie Board of Directors and 

or staff in 1982. Andrew 

ich, President and Chief 
rating Officer of the 

oration, and a member of 
3oard since 1979, resigned in 
I, 1982. His contribution to 
-orporation’s development is 
h appreciated. 


\ 


| 


Joel Bell, Executive Vice-President, 
resigned from Petro-Canada in 
November, 1982, to become 
President of a new federal Crown 
Corporation. Mr. Bell was with 
Petro-Canada from its inception 
in 1976, in positions of increasing 
responsibility. His contribution to 
Petro-Canada’s growth in those 
seven years is immeasurable. 


Our staff at year-end numbered 
6200 employees. In the past year, 
our employees have shown a 
dedication to the Corporation in 
helping it go through the process 
of adjusting to the new economic 
realities. Our staff forms the 
bedrock on which the future of 
Petro-Canada is based. 


yo Kl 


Bill Hopper 
Chairman and Chief Executive 
Officer 


March 31, 1983 
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. The second well on this block, 
frontier : North Banquereau I-13, which 
xploration evaluated a separate structure to 


a total depth of 5188 metres, was 


drocarbon exploration in abandoned in late December. 


nada’s frontier basins is a major 
ategic direction for Petro- 

nada, one which involves 
nificant long-term, high-risk 
estments before payback can be 
lized. In 1982, the Corporation 
§ a major participant in 
oration programs conducted 
Canada’s frontier regions, 
ticularly Canada’s east coast 
shore areas. Petro-Canada 
ticipated in 27 of 39 wells 

led in the frontier regions, 
luding 17 of the 18 wells 

lled in the east coast offshore 
ring the year. 


The second Petro-Canada-operated 
program, Erie-Northeast Sable, 
began in late summer with the 
spudding of West Esperanto 

B-78, a 6300-metre wildcat, located 
410 kilometres east of Halifax. 
This program involves a 
partnership of three Canadian 
companies with interest in 1.7 
million hectares of offshore lands 
north of Sable Island. The West 
Esperanto well is the first of a 
possible multi-well three-year 
program. At year-end, drilling at 
West Esperanto B-78 was 
temporarily suspended at 4408 
metres pending alterations to the 
drilling equipment. 


total, frontier exploration and 
lipment expenditures accounted 
35 per cent of the 

rporation’s total capital 
enditures for 1982. 


sotian Shelf 


ro-Canada operated two 
u-submersible drilling rigs on 
Scotian Shelf during 1982, in 
) separate all-Canadian 
loration programs. In addition 
Corporation was a major 


Petro-Canada was a 30 per cent 
partner in four other wells on the 
Scotian Shelf during the year. As a 
partner in the East Sable-Venture 
Program, the Corporation has paid 
75 per cent of the costs of three 
wells over four years to earn this 
30 per cent interest in the lands. 
The Venture B-43 delineation well, 
10 kilometres east of Sable Island, 
completed Petro-Canada’s earning 
ticipant in the Venture Program Soule nts encitested ges ct - 
ole Island. maximum rate up to 909 770 cubic 
metres a day. The well is the 

SBanquereau Group, operated second successful delineation well 


etro-Canada, made an 
Ouraging discovery of natural 
and condensate in 

quereau C-21, 395 kilometres 
theast of Halifax. The well, 

ed to a total depth of 4991 
es, tested gas at a maximum 
of 662 700 cubic metres per 
from the interval 3585 to 3596 


fare = 2.47 acres/1 kilometre = 0.62 miles 


following the 1979 gas discovery 
at Venture D-23. Petro-Canada 
also earned a 30 per cent interest 
in West Sable lands by 
participating in four wells over a 
three and a half-year period. 


1 cubic metre = 


6.28 barrels / 1 cubic metre = 35 


(Top) Supply vessels maintain continuous 
contact with offshore drilling rigs 


(Bottom) Workman reattaches air tugger 
used for moving heavy objects around drill 
floor. 


31 cubic feet /1 cubic metre = 219.97 gallons 
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Two other successful exploratory 
wells were tested at year-end: 
South Venture 0-59, which 
reached a total depth of 6175 
metres, and Olympia A-12, which 
reached a total depth of 6064 
metres. At year-end, South 
Venture tested natural gas at a 
maximum flow rate of 515 369 
cubic metres a day. Olympia A-12 
flowed natural gas at rates up to 
495 610 cubic metres a day. 
Significant volumes of condensate 
accompanied the gas flows in the 
tests conducted in both of these 
discovery wells. 


Petro-Canada will be a partner in 
two new major exploration 
programs which were planned 
for the Scotian Shelf late in 1982. 
Petro-Canada has a 45 per cent 
working interest in one of these 
programs that includes the 
drilling of up to nine wells over a 
three to four year period. The 
first of these wells, Glenelg J-48, 
was expected to be spudded early 
in 1983. 


The second new program, also 
on the Sable Island block, will 
involve the drilling of four wells. 
The Corporation is a 30 per cent 
partner in this 18-month 
agreement, expected to cost a total 
of $200 million (gross). Late in 
December, a new exploratory 
wildcat, Bluenose G47-A, the first 
well in this new program, was 
spudded 30 kilometres northeast 
of Sable Island. Projected total 
depth is 5800 metres. 


In order to manage its increased 
exploration activities in the Nova 
Scotia offshore, the Corporation 
established a Maritime District 
Office in Halifax late in the year. 


| Petro-Canada operate 
_ joint interest lands 


-— 


Linnet E-6, 


Bonanza M-71'0 
N. Dana I-43 
oa, @ Nautilus C-92 oe 
=F eae: % Hibernia J-34 _ 


: i 
, i 


W. Flying Foam L-23 -- 


00% preferential miphts 97 L 
drilling location 
dry and abandoned 


rt Olympia A-12 
pa ae __§. Venture 0-59 _ 
= —— _ Bluenose G-47A 
plane = 2.47 acres/1 kilometre = 0.62 miles/1 cubic metre = 6.28 barrels /1 cubic metre = 


35.31 cubic feet /1 cubic metre = 


The dynamically positioned 
semi-submersible drilling rig, 
Sedco 710, a 50 per cent 
Petro-Canada joint venture, was 
nearing completion at year-end 
and is expected to arrive on the 
east coast of Canada in mid-1983. 
The rig is under long-term contract 
to the Corporation and will be 
dedicated to programs on the east 
coast. 


Grand Banks 


The Corporation continued its 25 
per cent participation in Grand 
Banks wells, which included 
delineation drilling on the 
Hibernia structure and exploratory 
drilling of surrounding structures 
within the Hibernia-Avalon 
basin. 


Four wells were drilled on the 
Grand Banks in 1982: West Flying 
Foam L-23, located 35 kilometres 
north of the Hibernia discovery; 
Nautilus C-92, 12 kilometres 
northeast of Hibernia on a 
separate structure; and Linnet 
E-63, 220 kilometres northwest of 
the Hibernia field. The tragic loss 
of the Ocean Ranger and crew of 
84 in February terminated 
operations at Hibernia J-34, a 
delineation test which had 
penetrated the oil-saturated 
Avalon zone, 5 kilometres 
southwest of the Hibernia P-15 
discovery. 


West Flying Foam L-23, spudded 
late in 1981, reached a total depth 
of 4554 metres and was dry and 
abandoned. Nautilus C-92 was 
drilled to a depth of 5117 metres, 
and tested oil at 418 cubic metres 
a day and natural gas at 67 063 
cubic metres a day from an 


219.97 gallons 


i 


(Top) Iceberg surveillance is essential to 


safe operations off the Labrador coast 


(Bottom) Modifications are made to the 
stabilizing pad for a new blowout preventer 


aboard the Vinlana 


11-metre interval. Linnet E-63 was 
abandoned after drilling to 4520 
metres without encountering 
hydrocarbons. 


At year-end, two additional 
wildcat wells and one delineation 
well were drilling on the Grand 
Banks: North Dana I-43, a 
projected 5334 metre test, 105 
kilometres northeast of Hibernia; 
Bonanza M-71, located 100 
kilometres northeast of Hibernia, a 
proposed 5791 metre test; and 
Hibernia 1-46, a 3962 metre 
delineation well. 


In a related activity, Petro-Canada 
christened its first anchor- 
handling supply vessel, Mortier, at 
Marystown, Newfoundland, in 
November. A second supply 
vessel will be completed in 1983. 
The two vessels, which will cost 
$39 million in total, are expected 
to be sold to Canadian operators 
and will be leased back to 
provide offshore support services 
to Petro-Canada’s drilling 
operations. 


Early in the year Petro-Canada 
reached an agreement to construct 
the first ice-reinforced, diesel 
electric powered seismic vessel 
built in Canada. The ship has 
been designed in Canada for 
geophysical operations in the 
Canadian offshore. 


Labrador 


Petro-Canada has been operator 
for the seven-company Labrador 
Group since 1980. In 1982, the 
group employed three drillships 
on the Labrador Shelf. 


Two previously spudded wells 
were re-entered in 1982: Rut H-11, 
65 kilometres northeast of Saglek, 
and Corte-Real P-85, 145 
kilometres northeast of Hopedale. 


A third well, Pothurst P-19, 130 
kilometres east of Saglek, was 
also spudded. These tests 
represent a significant departur 
from the targets of previous 
exploration programs, as they a 
deliberately focused on the oil 
potential of younger rocks. 


Rut H-11 was drilled to 4093 
metres and was suspended for 
re-entry in 1983. Corte-Real P-8 
was drilled to 3946 metres and 
was also suspended for re-entr 
1983. The wildcat, Pothurst P-1 
reached a depth of 3843 metres 
and will be re-entered and 
evaluated in 1983. The Labrado 
Group also conducted a 
2500-kilometre seismic program 
and continued the ongoing 
environmental studies. 


New terms for the Labrador 
Group lands were negotiated v 
the Canadian Oil and Gas Lan« 
Administration during the yea 
The Group now holds 10 
exploration agreements, each ¢ 
which has a five-year term wh) 
began in 1982. Each of the 
agreements requires one well t 
be drilled. The Group holds 9 
million hectares of federal land 
the majority of which are cove 
by coincident Newfoundland 
permits. 


The Corporation was also a 
participant in Ralegh N-18, a 
wildcat drilled in 1982 in the 
Davis Strait southeast of Baffir 
Island. The well, which was 
drilled to a total depth of 3858 
metres, encountered a water-— 
bearing objective reservoir anc 
was abandoned. 


j 


| 
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tic Islands 


{© joint interest lands 


+> dry and abandoned 


rctic 


marctic Oils Ltd. 


Corporation’s ownership of 


arctic Oils Ltd. was increased 
nore than 53 per cent during 

2. This resulted from an under 
scription by other shareholders 
inancing requirements of 
larctic. Because of the 
‘poration’s increased ownership, 
larctic is now treated, for 
ounting purposes, on a fully 
solidated basis. 


2 in the year, Panarctic Oils 

. Signed 20 five-year 

loration agreements with the 
tadian Oil and Gas Lands 
inistration (COGLA) to drill 
ffshore wells and eight 

Ore wells in the Arctic. 


, 


Arctic Ocean 


Petro-Canada expects to participate 
directly in at least 15 of these 
offshore wells. The exploration 
agreements could result in the 
expenditure of $500 million 
(gross) over the five-year period. 


During the year, Petro-Canada 
participated in two discoveries in 
the western Sverdrup Basin of 
the Arctic. The first, Cisco C-42, 
flowed oil at rates up to 150 cubic 
metres a day. Cisco C-42 is the 
second well drilled on the large 
structure located 17 kilometres 
west of Lougheed Island. This 
test confirmed the extension of the 
Awingak oil reservoir from the 
previous year’s oil and gas 
discovery at Cisco B-66. 


The second Arctic discovery was 
the Sculpin K-08 well which 
yielded gas at rates up to 213 000 
cubic metres a day. Located 18 
kilometres offshore, south of the 
Noice Peninsula of Ellef Ringnes 
Island, the well was the most 
northerly offshore well in which 
Petro-Canada has participated. The 
Sculpin discovery is 32 kilometres 
northeast of the 1981 Skate B-80 oil 
and gas discovery. 


Two other wells, a wildcat at Cape 
Mamen F-24 and a delineation 
well at Whitefish A-26, were dry. 


By year-end, the Cisco K-58 
delineation well on the north side 
of the structure west of Lougheed 
Island had been spudded. 
Flooding of ice pads for drilling 
two wildcats, Grenadier A-26 and 
Cape MacMillan K-15, was also 
under way. 


ptake = 2.47 acres/ 1 kilometre = 0.62 miles/1 cubic metre = 6.28 barrels /1 cubic metre = 35.31 cubic feet/ 1 cubic metre = 219.97 gallons 


Land Summary 


(in hectares) 


Provinces 

British Columbia 
Alberta 
Saskatchewan 
Manitoba 
Ontario 

Quebec 


Frontier 

Northwest Territories, Beaufort Sea 
and Hudson Bay 

Arctic Islands 

East Coast Offshore 

West Coast Offshore 


International 


Total 


*includes oil sands leases 
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Gross 


1 402 474 
4 174 364* 
263 035 
148 915 

63 549 
Wo 31s 


11 204 660 
6 794 284 
951339) 930 
2 358 345 


588 772 


63 459 846 


Net 


802 840 

1 984 761* 
1207199 
74 903 
50 306 
587 594 


TAOTI 302: 
949 246 
14 631 796 
2 358 345 


43 315 


29 282 857 


EES 


Other Arctic Activities 


Petro-Canada is leader of the 
Arctic Pilot Project (APP), which 
proposes to take natural gas fron 
the Arctic by liquefied natural ga 
carrier on a year-round basis. 
Hearings on the APP before the 
National Energy Board (NEB) 
began early in the year but were 
adjourned in August following 
seven months of testimony. 


The Board’s decision to adjourn 
the hearings followed an 
announcement by APP that it 
would seek European markets. 
Clarification of markets will be 
required before the NEB hearing 
will resume. 


The Arctic Pilot Project is a 
four-company-sponsored project 
which is expected to cost $2.2 
billion. To date, the consortium 
has spent $58 million. 


Beaufort Sea 


The Corporation participated in 
one discovery drilled in the 
Beaufort Sea during 1982. West 
Atkinson L-17, in which 
Petro-Canada has a 14.2 per cer 
interest, tested 170 cubic metres 
oil and 7300 cubic metres of 
natural gas per day. The well, — 
drilled from a man-made island 


| 
| 
; 
} 
| 


——— 


Frontier Drilling Summary 


lantic Offshore 

l 

Ss 

y 

spended 

illing 

ctic Islands/Beaufort Sea 
| 
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ocated 55 kilometres northeast 
Tuktoyaktuk, Northwest 
ritories. West Atkinson L-17 is 
first of eight wells required 
six five-year exploration 
eements covering more than 
million hectares of land in 

ich Petro-Canada has a 

rking interest. 


0 additional wells in the 

gram were spudded late in the 
t: Itiyok I-27, located 20 
metres offshore north of the 
ckenzie Delta, and Natagnak 
9, located on the Tuk 

unsula. At year-end, both 
deats were drilling and Itiyok 

| encouraging indications of 
lrocarbons. 


ternational 


a result of participating in 
nsive regional geophysical 
veys conducted in Chinese 

ers in 1979-1980, Petro- 

‘ada was qualified to bid in the 
‘tound for 43 blocks posted 
he China National Offshore 


| 
. 


tare = 2.47 acres/1 kilometre = 0.62 mi 
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Oil Corporation. The blocks are 
located in the Yellow Sea, South 
China Sea and the Gulf of 
Tonkin. Petro-Canada joined with 
four other companies to form an 
international bidding group to 
submit a bid package covering a 
number of these prospective 
blocks. The Chinese government 
is expected to make awards in the 
middle of 1983. 


In the Norwegian North Sea, the 
Corporation, through its five per 
cent interest, participated in the 
drilling of the 30/3-1 well. 

The well, which had a minimal 
gas condensate show, was 
subsequently abandoned. A 
discovery on an adjoining block 
held by others has prompted an 
additional seismic program to be 
conducted on the block in which 
Petro-Canada has an interest. 


1 cubic metre 6.28 barrels / 1 cubic metre 


are used to meet the 


anya i Cae ] 
"Ss and SUpply vessels 


requirements of 


drilling operations 


(Bottom) Engineer aboard supply vessel, 


In Spain, the Corporation’s 7.6 
per cent interest in production 
from the Casablanca field in the 
offshore waters of Spain, 
generated $22 million after 
operating costs during the year. 
The production of 219 cubic 
metres per day (net) of oil 
increased significantly from last 
year’s 163 cubic metres per day 
(net). Completion of a permanent 
producing platform permitted the 
drilling of three platform-based 
development wells in addition to 
the two existing subsea 
completions. Work was also 
completed during 1982 ona 
technical feasibility study for 
development of the Montanazo 
oil field adjacent to Casablanca, 
where the Corporation has a 7.9 
per cent interest. 


Early in the year, Petro-Canada 
sold its U.S. interests in the Gulf 
of Mexico for approximately $20 
million (U.S.). The holdings were 
acquired as part of the 1979 
purchase of Pacific Petroleums 
Ltd. 


TS 


Western Canada — 
Exploration 


The Corporation is one of the 
most active players in Western 
Canada. It holds the oil and gas 
rights to 2.98 million net hectare 
making it the second largest net 
land holder in Western Canada. 


In 1982, the Corporation 
participated in the drilling of 128 
exploratory wells with a success 
ratio of 63 per cent and was the 
third most active driller. The 
Corporation participated in 6.4 f 
cent of all wells drilled by 
industry in Western Canada 
during 1982. At year-end, 
exploratory and development wi 
in which Petro-Canada participate 
totalled 444. 


One of Petro-Canada’s significa 
discoveries in Western Canada 
was a Nisku oil find in the 
Brazeau field, 160 kilometres 
southwest of Edmonton. The wi 
tested at 390 cubic metres per d 
of light gravity oil along with 
248 590 cubic metres per day of 
natural gas. 


In the highly promising 
Shekilie/Amigo area of northwes 
Alberta, Petro-Canada made 
discoveries in seven of eight 
wells in which it participated 
during the year: three were Ke; 
River oil discoveries, two were. 
Keg River natural gas and | 
condensate, two were Sulphur | 


(Top) Adjustments are made to low clutch 


Point gas, and one was drilling 
year-end. These discoveries we 
made in an area which is | 
attracting increasing industry _ 
attention and one in which the 
Corporation holds a good land’ 
position with more than 36 00C 
gross hectares. 


on drawworks on the Vinland 


(Bottom) Men aboard the Bow Drill 1 
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2 a 
'Grande Prairie 
\ 


the Valhalla area, 60 

ymetres northwest of Grande 
irie, Alberta, the Corporation 
5 successful in the discovery of 
in the Upper Cretaceous Doe 
ek formation. On its 100 per 

t owned lands, Petro-Canada 
nt $2.9 million during the year 
drilling of nine development 
Is. Seven of these were Doe 
ek oil wells, one was an 

icated oil well, and one was 
ndoned. Proved and potential 
srve additions for this pool 

1e are estimated at 500 000 

ic metres of conventional light 
vity oil. 


2 in the year, Petro-Canada 
ticipated in its first exploration 
gram in the province of 


Shekilie/Keg River 
Basin 
O drilling location 
st gas 

oil and gas 
@ oil 
fo) suspended 


PEX et al Amigo 7-15 


PEX et al Amigo 2-7 
PEX et al Amigo ee 


PEX et al Amigo 13-11 


PEXetal @ 
PEX et al 
Sas bi 9 3 Amigo 15-12 


ye noc et al 
Amigo 16-2 
uF et al Amigo 3-11 


© CDCOG PEX Shekilie 14-21 


Q CDCOG et al Shekilie 6-17 


SE CDCOG et al Shekilie 6-36 


Manitoba. The Corporation has, 
on the average, a 50 per cent 
interest in approximately 148 500 
gross hectares in southwestern 
Manitoba. Petro-Canada participated 
with partners in the drilling of two 
wildcat wells on lands near the 
industry-active Waskada oil pool. 
Both wells found oil. In addition, 
the Corporation, along with a 
partner, undertook a three-well 
farm-in drilling commitment with 
options to drill additional wells to 
earn additional hectarage. The 
three farm-in wells and the first 
option well resulted in three oil 
finds and one marginal oil well. 


Petro-Canada’s overall western 
land position decreased slightly 
from the previous year by 46 172 
net hectares. 


Petro-Canada’s seismic operations 
for Western Canada were up 
from 1981. The Corporation 
employed 22 crews to record 5768 
kilometres of seismic during the 
year at a cost of $29 million. 


Production activity was significant 
during the year as demonstrated 
by the number of wells drilled 
and the new projects started. 
During the year the Corporation 
drilled a total of 316 (gross) 
development wells in Western 
Canada for a success ratio of 85 
per cent. As an added stimulus 
for this drilling, Petro-Canada 
received $11 million in Alberta 
government incentive payments 
toward well servicing and 
development well drilling activity. 


Development activity was 
concentrated in four key locations: 
Medicine Hat, Bellshill Lake, 
Caroline and Hanlan-Robb. 


3) 


(Top) Drilling for heavy oil at Cactus 
Cc, | ; 


(Bottom) Student geologist was one of 


several who carried out field work on 
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Western Canada Drilling Summary 


Exploratory 
Oil 

Gas 

Dry 
Suspended 


Total 


Development 
Oil 

Gas 

Dry 

Total 


As part of its ongoing activities in 
the Alderson/Medicine Hat areas 
of southeastern Alberta, Petro- 
Canada spent $5.9 million to drill 
60 infill wells to maintain sales 
contract volumes for this shallow 
low pressure gas. 


A major expansion project was 
begun in 1982, at the Bellshill 
Lake oil field, 150 kilometres 
southeast of Edmonton. The 
Corporation spent $10.7 million on 
the first year of this three-year 
project. Work included drilling 38 
new oil wells and installation of 
gathering systems and satellites, 
upgrading and expanding the 
central processing facility, addition 
of a new control system, 
expanding water handling facilities 
and initiation of facilities to 
process sour natural gas associated 
with the oil production. When 

the project is completed in 1984, 
approximately 120 new wells will 
have been drilled which will 
contribute an additional 600 cubic 
metres per day to the field’s 
production. 


Gross _Ne 
Ey 3: 
28 u! 
46 3 

2 ————_ 
128 8 
129 6 
138 8 

49 “3 
316 18 


The project has been an exampl 
of good community relations in 
this agricultural area. Directiona 
drilling of wells from pads 
significantly reduced disruption 
surface areas where farming 
predominates. 


Preliminary development work 
began in 1982, on the Caroline 
water-alternating-gas miscible , 
injection scheme, 150 kilometre: 
northwest of Calgary, Alberta. 
Activity in 1982 included finaliz 
pool unitization and installation 
of an injection compressor. The 
three-year project will cost a tot 
of $41 million and will increase 
recovery of oil in place from 19 
per cent to 43 per cent. 


Vestern Provinces Production Summary 


‘orporation’s share before royalty) 


Oil 


(in thousands 
of cubic metres) 


Natural Gas 


Natural Gas Liquids 


(in millions 
of cubic metres) 


(in thousands 


yerta 

Jonventional 3 030 2 487 528.0 
yncrude 845 = = 
‘ish Columbia 251 1 364 320 
katchewan iA 10 oll 
al 4 247 3 861 541.1 


Corporation continued its 
estment in the Hanlan-Robb 
project, 260 kilometres 
thwest of Edmonton. This is a 
or new plant which was 

ected to be onstream in early 
3. The Corporation’s net share 
lant production will be 1.13 
ion cubic metres per day of 
iral gas and 188 tonnes of 
hur per day. 


savy Oil and 
il Sands 


o-Canada’s commitment to 
elop heavy oil deposits in 
itern Canada is exemplified 
| major ongoing effort to 
mercially exploit this 


‘urce. 


struction of the first phase of 
$35 million Primrose Lake 

vy Oil Pilot, a 100 per cent 
o-Canada project, was 

pleted and put into 

luction early in the year. The 
rose block covers 10 000 
ares, some 100 kilometres 
hwest of Cold Lake, Alberta. 


tare = 2.47 acres/1 kilometre = 0.62 miles 


At Cactus Lake, Saskatchewan, 
120 kilometres south of 
Lloydminster, a new heavy oil 
treatment plant went on stream 
to process oil from approximately 
100 wells in the Cactus 
Lake-Bakken pool. This operation 
is producing at a primary 
recovery rate of 420 cubic metres 
per day. 


Elsewhere in Saskatchewan, 
Petro-Canada’s participation in 
plans to build a heavy oil upgrader 
in that province stalled when the 
project leader and other 
participants withdrew. 


Other heavy oil activities include 
participation in pilots at Muriel 
Lake and Gregoire Lake in 
northeastern Alberta, delineation 
drilling in Winefred and Ipiatik 
West in northeastern Alberta, 


1 cubic metre = 6.28 barrels/1 cubic metre = 


of cubic metres) 


a 
2 
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(Top) Farmland produces petroleum in 
southern Alberta. 


(Bottom) Welder works on storage tank 
fabricated for plant expansion 


31 cubic feet / 1 cubic metre = 219.97 gallons 
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OO 


(Top) Welding at a field location in Western 
Canada. 


(Bottom) Night drilling at Caroline, 
Alberta. 
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and in commercial heavy oil 
development in eastern Alberta, 
near Wainwright, and the 
Luseland and Marsden areas of 
Saskatchewan. 


An in situ oil sands pilot project, 
35 kilometres southwest of Fort 
McMurray, known as PGE], 
began producing oil from two 
wells by steam flooding following 
electrical preheating of the 
formation through four electrode 
wells. Petro-Canada is operator of 
this four-company project. 


Syncrude Canada Ltd., in which 
Petro-Canada holds a 17 per cent 
interest, experienced production 
losses due to the August incident 
in the utility plant which caused 
both coker units to shut down. 
This resulted in a loss of expected 
production and revenues and 
contributed to an increase in 
operating costs. Petro-Canada’s 
share of production was 845 000 
cubic metres before royalties, and 
despite the shutdown, this figure 
is an increase of 95 000 cubic 
metres from 1981. Net revenues 
from the Syncrude investment 
were $190.9 million for the year, 
an increase over 1981 revenues of 
$166 million. This increase is 
primarily due to the increased 
production and higher crude oil 
prices. 


Owners of Syncrude authorized 

$180 million for the first stage of 
debottlenecking program which 

will increase the base plant desig 
capacity from 16 528 cubic metre 
per day, to 18 228 cubic metres } 
day. Completion of this stage is 

scheduled for 1985. 


Canstar, an oil sands mining 
project to be situated on the 
Athabasca deposit in northeaster 
Alberta, lost momentum as a 
result of economic conditions in 
1982. Petro-Canada is a 50 per c 
partner in the project which 
continues, at a reduced pace, to 
examine various aspects of the 
project including plant sizes anc 
technical options for the plant. 


Alsands, a consortium also 
planning a facility for the | 
Athabasca oil sands, was dissol 
early in 1982, when the project's 
sponsors withdrew support due 
rising costs and declining world 
oil prices. Petro-Canada, a 17 pe 
cent participant, continued to 
support the project until its 
dissolution. 


Reserves and 
Production 


Oil production for the year was 
greater than forecasted due 

primarily to increased demand 
the second half of the year. 

Natural gas production, howev 
was less than forecasted becaus 
of a softening of export market 


Petro-Canada’s proven reserve! 
conventional crude oil in West 


roven Reserves of Oil 
before royalties) 


1982 1981 1980 1979 1978 
(thousands of cubic metres) 

stern Canada 
ish Columbia 2,006.20 0 0800 29112” 310528 8 341843 
erta* 42 397.6 42357.6 38 492.6 41376.0 42 015.0 
katchewan 15795. 5 eel 608-0 865.5 Bonn See 
nitoba 45.5 L153 0.0 0.0 0.0 
total 47 104.8 47056.9 42 269.3 44780.5 45 732.5 
tational 
in 906-19 108915 974.2 1029'6 ~~ 1003.2 
roven Reserves of Natural Gas Liquids 
efore royalties) 

1982 1981 1980 1979 1978 
; (thousands of cubic metres) 
stern Canada 
ish Columbia 935.1 948.1 1001.2 889.5 837.2 
erta O774:9° © 7 301.9 5 38230 47330" 3951-4 
<atchewan 0.0 0.0 0.0 0.0 0.0 
uitoba 0.0 0.0 0.0 0.0 0.0 
total 7 TAOOe 8.250:0) 16. 383:2" ©5:622)5" “4.7886 
mational 
in 0.0 0.0 0.0 0.0 0.0 


and Natural 
as Liquids 
nd Total 


tare = 2.47 acres 


95)720.9) 96 396.4" 749 626.7) 517432.6° 5152453 


udes Syncrude oil sands reserves 


| kilometre = 0.62 miles/1 cubic metre = 6.28 barrels 


1 cubic metre = 35 


(Top) Expansion at the Bellshill Lake facility 
in southern Alberta began in 1982 


(Bottom) Drilling site in the Brazeau River 
area of Alberta. 


31 cubic feet / 1 cubic metre = 219.97 gallons 
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Proven Reserves Natural Gas 


(before royalties) 


1982 


Western Canada 
British Columbia 
Alberta 

Saskatchewan 310.9 


Subtotal 


International 
Gulf of Mexico (U.S.) — 


Canada were 47.1 million cubic 
metres at year end. The 
Corporation produced 3.4 million 
cubic metres of oil (an average of 
9321 cubic metres a day). 
Additions and revisions to 
proven reserves were 3.7 million 
cubic metres and 0.2 million cubic 
metres were sold. This resulted in 
a net increase of 47.9 thousand 
cubic metres of proven conventional 
crude oil reserves. 


In the international sector, 
Petro-Canada’s proven crude oil 
reserves decreased 0.2 million 
cubic metres over the same 
period. 


Total proven reserves of natural 
gas in Western Canada were 135.8 
billion cubic metres at year end. 
Production was 3.9 billion cubic 
metres (an average of 10 577 
thousand cubic metres a day). 
Additions and revisions to 
proven reserves were 1.4 billion 
cubic metres. This resulted in a 
net decrease of 2.5 billion cubic 
metres. 


1981 1980 1979 E 


(millions of cubic metres) 


48 755.7 50144.8 50955.3 45576.2 54 48 
86 712.0 87 784.7 64125.2 61 955.9 "Game 


320.9 312.3 21 ORT 24 


135 778.6 138 250.4 115 392.8 107 808.8 118 67 


479.6 485.3 0.0 


In the international sector, 0.5 
billion cubic metres of gas 
reserves were sold. 


Natural gas liquid reserves 
decreased by 0.5 million cubic 
metres. 


Research and 
Development 


Petro-Canada’s research and | 
development activities provide 
service to the Corporation’s 
ongoing operation and developrr 
of new technologies for its futu 
activities. Working at several 
research locations in Calgary, 
approximately 230 research 
scientists, engineers, technologi 
and support personnel provide 
the Corporation with up-to-datt 
laboratory capabilities to meet 
specialized divisional technical | 
requirements. 


e Corporation’s emphasis in 
earch during 1982 was in the 
as of oil sands and heavy oil 
‘overy and refining technology, 
shore exploration and 
velopment, conventional oil and 
3 exploration and production. 


searchers within the Corporation 
ducted ongoing geological 
alyses to assist with the 
uation of exploratory wells in 
Scotian Shelf, Grand Banks, 
yrador, the Arctic Ocean and 
Beaufort Sea. In addition, 
logical analyses supported the 
rporation’s heavy oil and 
ventional oil exploration and 
duction activities. 


duction research activity 

luded studies of the development 
1 evaluation of thermal 

overy strategies for Petro- 
1ada’s oil sands and heavy oil 

d pilots. These studies involved 
thods of heating the oilsands 

| heavy oil reservoirs by 

ctively using electricity, steam 

| combustion. In addition, 

eral joint venture research 
grams were initiated to develop 
cial equipment required for 
thermal recovery of heavy oils. 


shore researchers studied the 
sical environment in the 

antic and Arctic frontiers, 
ecially ice and icebergs, and 
mined how the environment 
uences offshore operations. 

se scientists work closely with 
iadian consultants, research 
itutes and universities. 


las rs : 
dies continued to improve 


ed oil sands extraction 

nology and the upgrading and 
ung of heavy oils, to support 
‘o-Canada’s involvement in 
crude, Canstar and particularly 
commercial demonstration 

t of the CANMET 

trocracking technology. 


ltare = 2.47 acres 


| 


1 kilometre = 0.62 miles 


Coal 


The Kipp Coal Project, located 
northwest of Lethbridge, Alberta, 
was placed on a two-year care and 
maintenance program pending a 
transportation commitment by the 
railway. Overall mine engineering 
and economic feasibility studies on 
mine development were completed 
earlier with the test results 
showing the coal to be of 
marketable quality. 


Another coal project, the 
Monkman Coal Project, received 
stage two approval from the 
provincial government, which is 
approval in principle for this 3.29 
million tonne per year mining 
project located 120 kilometres 
southwest of Dawson Creek. In 
total, the Corporation holds 115.9 
thousand net hectares of coal 
lands in southern Canada, 
primarily in Alberta, and 1.9 
million net hectares in the Arctic. 


Petro-Canada completed its 
commitment to map and to drill 
core holes in a 29 000 hectare block 
of oil shale land southeast of 
Moncton, New Brunswick. The 
work will evaluate the extent and 
quality of the deposits on the 
hectarage. 


(Top) Maintena 


all field locations 


mee I 


(Bottom) Storage tank in Montrea 
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tro-Canada, in 1982, became 
e first Canadian-owned 
rporation to have a national 
fining and marketing system. 
1e only province where it did 
t sell retail gasoline was 
ewfoundland. 


le economic environment for 
arketing and refining was 
fected by a major economic 
ywdown, a substantial decline 
the demand for petroleum 
oducts, and a resulting surplus 
refining capacity which lead to 
phly competitive wholesale and 
tail markets. The Corporation 
tensified its efforts to improve 
erall efficiency and productivity 
response to these economic 
cumstances. The response by 

¢ Canadian public to 
tro-Canada’s retail gasoline 
arketing program was most 
couraging. Sales at Petro- 
Inada stations were higher in 
82 than in 1981, as opposed to 
overall industry decline, 
pecially in Ontario and Quebec. 


larketing 


le positive reaction of consumers 
Petro-Canada service stations 

is one of the highlights of the 
rporation’s activity in 1982. 
treased sales from the expansion 
oO eastern Canadian provinces 
rored the success the 

rporation experienced when it 
troduced the Petro-Canada logo 
the western provinces in 1980. 


tare = 2.47 acres/1 kilometre = 


cae ties 


0.62 miles 


Despite a highly competitive 
market, gasoline sales in 
Petro-Canada service stations 
increased by 11 per cent in 
Eastern Canada and by four per 
cent nationally, while they 
dropped by nine per cent and 
seven per cent respectively 
throughout the industry, compared 
with 1981. As a result, the 
Corporation’s share of the national 
market has increased significantly 
from 6.4 per cent in 1981, to 8.7 
per cent in 1982. 


Adding to the positive growth 
factor was the wide demand for 
Petro-Canada credit cards, which 
increased by 49 per cent in 
Eastern Canada and by 14 per cent 
nationally, compared with the 
preceding year. 


The conversion of the Petrofina 
network, including 949 retail 
outlets, to the Petro-Canada 
identification, was essentially 
completed in June. Service 
stations’ sales increased as the 
change in corporate identification 
was effected, and continued to 
climb in the wake of the 
Corporation’s first national 
advertising campaign. 


I cubic metre 6.28 barrels / 1 cubic metre 


(Top) Petro-Canada gasoline sales 
increased in 1982, while overall industry 


4 are ery 
sales declined 


(Middle) Home heating oil sales were also 


on the upswing 


Bottom) The Corporation purchased 49 per 
I { [ 


cent of this Port Moody refinery 


At the same time, the Corporation 
undertook the renovation of 238 
aging conventional service stations 
in Ontario, Quebec, and the 
Maritimes. In addition to the 
modernization of the stations, the 
service equipment was also 
standardized and accessibility 

was increased for the handicapped. 


Two contracts to supply 
petroleum products to firms in 
Atlantic Canada helped to 
broaden the Corporation’s 
commercial presence in this 
region of the country. An 
agreement for Petro-Canada to 
supply aviation fuel and 
transportation and warehousing 
services was signed with a private 
company which operates an air 
terminal in St. John’s, 
Newfoundland, and another in 
Halifax. The Corporation also 
acquired a 49 per cent interest in 
Harvey’s Oil Ltd., of 
Newfoundland, a domestic fuel oil 
distributor in the St. John’s area. 
This purchase marked the entrance 
of the Corporation into that 
province’s retail fuel oil market. 


The Corporation opened its first 
propane vehicle filling facilities in 
Winnipeg, Manitoba, and 
Calgary, Alberta. Early in 1983, 
additional stations were opened 
in Vancouver and Edmonton. It is 
anticipated that this service will 
be extended to other areas of the 
country in order to meet the 
increasing demand for automotive 
propane. 
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The Corporation has also 
developed plans to provide 
compressed natural gas (CNG) to 
the motoring public. Petro- 
Canada’s first CNG retail outlet 
was opened in Vancouver early 
in 1983. 


A fuel oil sales and distribution 
expansion program was 
implemented in eastern markets in 
1982. Despite the decline in the 
use of this energy source for the 
heating of buildings, sales 
increased 24 per cent from 1981. 


At year-end, the Corporation’s 
coast-to-coast marketing system 
included 1379 service stations as 
well as 125 sales agencies and 101 
bulk outlets. 


The Corporation owns and 
operates two refineries, one in 
Montreal, Quebec, and the other 
in Taylor, British Columbia, as 
well as a natural gas straddle plant 
at Empress, Alberta. 


The utilization factor of the two 
refineries was, on the average, 
86 per cent in Montreal, and 88 
per cent in Taylor, a rate higher 
than that of the industry as a 
whole in 1982. 


7S SS eee 


Early in the year, the Corporation 
purchased 49 per cent of the Gulf 
Canada refinery at Port Moody, 
British Columbia, for $95 million. 
This acquisition provided Petro- 
Canada with 3100 cubic metres 
per stream day of petroleum 
products to serve sales outlets in 
Western Canada. In another 
agreement, the Corporation also 
broadened its access to the 
Interprovincial Pipeline Limited 
light oil transportation system 
through Gulf’s terminal facilities 
across Western Canada. 


Two major construction projects 
were undertaken at the Montreal 
refinery during the year. A $35 
million Visbreaker unit was 
commissioned at the refinery and 
put into full production by 
year-end. The unit converts 25 
per cent of heavy oil production 
into lighter products such as 
gasoline and middle distillates. 
The Visbreaker is part of a 
program to lower anticipated 
surpluses of heavy fuel oil in this 
decade. 


Process design work continued 
for a plant to upgrade excess 
heavy fuel oil using the 
CANMET process. The Corporati 
intends to demonstrate the 
profitability of this new technolo; 
with a view to its worldwide sale 
The cost of the 800 cubic metre p 
day unit is estimated to be $135 
million, and is scheduled to go 
onstream in 1985. The CANMET 
hydrocracking process was initia 
developed by the federal 
Department of Energy, Mines an 
Resources. 


ie Montreal refinery production 
refined products totalled 

)33 000 cubic metres in 1982, 
mpared with 3 907 000 cubic 
tres the year before. 


trochemical production, one of 
> largest in Canada, increased 
380 000 cubic metres from 

> 000 cubic metres in 1981. The 
ther petrochemical production 
is realized despite the world 
ynomic recession and general 
wdown in industrial activity. 


in the past, the refinery made 
ergy conservation a top 

ority. Measures taken since 1973 
ve made it possible for the 

inery to reduce its consumption 
fuels by 37 per cent on an 
iivalent basis. 


the Taylor refinery, total 
duction was up to 972 000 

1c metres compared to 744 000 
dic metres in 1981. 


e Corporation also served as 
agent of the Government of 
nada for the importation of 
xican crude oil for Montreal 

a refiners on a non-profit 

is. The 8400 cubic metres of oil 
‘day increased both operating 


enue and offsetting expenses 
approximately $639 million. 


spite an unusual and often 
‘cult business environment 
oughout most of 1982, 
ro-Canada’s natural gas liquids 
lane, propane, butanes and 
idensate) business continued to 
a significant contributor to 


porate profits. In 1982, propane 


Ictare = 2 acres/1 kilometre 0.62 miles 


and butane sales totalled 

1 312 000 cubic metres, an increase 
of 11 per cent from the previous 
year and almost nine per cent of 
total Canadian sales. The 
majority of these products were 
produced at the Corporation’s 
turbo-expander straddle plant at 
Empress, Alberta, which is 
currently the largest facility of its 
type in Canada and one of the 
largest in the world. Total 1982 
production at Empress was 6798 
cubic metres of liquid product per 
day. The Empress plant is 
designed to strip liquid products 
from natural gas and processes 
more than half the gas leaving 
Alberta for Eastern Canada. 


The Petroleum Transmission 
Company Limited (PTC) is a 
wholly owned subsidiary of 
Petro-Canada. PTC facilities 
consist of a 168.3 millimetre 
diameter pipeline, 933 kilometres 
long, with six associated 
pumping stations for moving 
propane and butane from the 
Empress plant to Winnipeg. 
Petro-Canada is the operator of 
the PTC facilities as well as several 
Petro-Canada owned propane 
sales terminals along the pipeline 
route. A major 1982 project on 
the pipeline was a complete 
upgrading of the computer 
control system which will permit 
more reliable and efficient 
operation. 


In the Regina area, Petro-Canada 
owns salt cavern storage for 
approximately 150 000 cubic 
metres of propane and can also 
make use of rental storage for 
propane and butane. The PTC and 
associated facilities transport only 
Petro-Canada owned products, 
and during 1982, operated at near 
capacity. 


1 cubic metre = 6.28 barrels /1 


cubic metre = 35.31 cubic feet 


Top) Safety is an integral part of refinery 
I y oO y 


personnel training 


(Bottom) Empress natural gas straddle plant 
in southern Alberta. 


| cubic metre 
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venues for 1982 were up 
bstantially from 1981. However, 
ids from operations decreased 
shtly and net earnings were also 
juced from last year. Operating 
ofits from oil and gas production 
re considerably higher in 1982; 
wever in concert with the rest of 
> industry, operating profits 

m sales of refined oil products 
re lower as reduced demand 

| to excess capacity and 

creased operating margins. 

pital expenditures for 1982 were 
» highest in the Corporation’s 
en year history. In comparing 

» 1982 results with the previous 
ir, it should be noted that the 

1 results include only a partial 
ir of the operations of the 

mer Petrofina Canada Inc. 

m May 12, 1981, the effective 

e of the acquisition. 


Revenue 


Operating revenue of $3 329.3 
million was up by $682.9 million 
over 1981 revenue of $2 646.4 
million. This was mainly due to 
the inclusion of the former 
Petrofina refining and marketing 
operations for the full year in 
1982. The balance of the increase 
was due primarily to higher 
prices for crude oil, natural gas 
and natural gas liquids. 
Production and sales volumes for 
these items were essentially 
unchanged from 1981. Interest and 
other income of $31.3 million 
resulted mainly from the 
investment of temporarily surplus 
cash. Equity earnings of $18.1 
million were realized, mainly 
from the Corporation’s investment 
in Westcoast Transmission 
Company Limited. 


Total Revenue 


in millions of dollars 


0 1000 2000 3000 
| ‘ ! ' ' 


Expenses 


Expenses were $3 071.5 million 
compared to $2 286.8 million in 
1981, again, due mainly to the 
inclusion of the former Petrofina 
operations for a full year in 1982. 
Other significant factors 
contributing to increased expenses 
were higher expenditures for 
crude oil and product purchases 


i 


resulting from increased prices; 
higher marketing, general and 
administrative costs; and 
increased petroleum and gas 
revenue taxes. 


Uperations 


Funds from operations of $500.3 
million were down by $26.7 
million or 5 per cent from $527.0 
million in 1981. Funds from 
operations consisted of earnings 
before dividends of $130.7 million 
plus items not requiring cash 
expenditures (primarily deferred 
income taxes, and depreciation, 
depletion and amortization) of 
$369.6 million. 


Funds provided from 
operations 


in millions of dollars 


0 200 400 600 
' 1 \ 1 | 
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Earnings 


Earnings before income taxes of 
$314.2 million were down by 
$114.8 million or 26.8 per cent 
from 1981. The 1982 earnings 
include a gain of $7.1 million 
realized on the sale of a U.S. 
subsidiary company which was 
acquired in 1978 as part of the 
purchase of Pacific Petroleums 
Ltd. Provision for income taxes of 
$188.3 million, together with 
minority interest resulted in net 
earnings before preferred share 
dividends of $130.7 million, a 
decrease of $73.2 million, or 35.9 
per cent from 1981. After preferred 
share dividend payments of 
$120.1 million, net earnings for the 
year were $10.6 million compared 
to $64.9 million in 1981. 


1978 


cas Net earnings before preferred share 
dividends of subsidiary 


Net earnings after preferred share 
_ dividends of subsidiary 
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Capital 
Expenditures 

Capital expenditures increased to 
$1 053.8 million in 1982 from 


$722.0 million the previous year 
and consisted of: 


Millions 
Oil and gas exploration 
and development.... $ 581.0 
Refining and 
INarkenneyer eer 172.9 
Investments i aise 62.0 
Bituminous sands 
DIO|CCtS sea ern 50:3 
Deferred charges 
(mainly oil sands 
overburden removal 
costs, marketing 
program, and Arctic 
LN G) ihe te eas 1737 
Other eens ener: 169.9 
$1 053.8 


These expenditures were financed 
by surplus funds from 
operations, proceeds from the 
issue of shares and funds from 
the Government’s Petroleum 
Incentives Program. 


Capital expenditures 


in millions of dollars 


300 600 900 1200 
1 \ | i} 


Net Assets 


Consolidated assets of Petro- 
Canada at December 31, 1982, 
amounted to $7 552.1 million 
consisting of: current assets 
$1 546.2 million; investments ; 
(mainly Westcoast Transmission 
and cash held towards 
completion of the Petrofina 
purchase) $295.1 million; 
property, plant and equipment 
$5 615.0 million; and deferred 
charges (mainly Syncrude oil 
sands overburden removal costs, 
and feasibility studies) $95.8 
million. Deductions from the 
consolidated assets for liabilities, 
deferred income taxes and 
minority interest in subsidiary 
companies totalled $2 745.9 
million which together with ' 
preferred shares issued by 
Petro-Canada Exploration Inc. 0 
$1 464.4 million resulted in net 
assets of $3 341.8 million 
representing the Government of 
Canada’s equity in the Corporatio 
This investment consisted of | 
preferred shares $972.8 million, 
common shares $2 122.1 million, 
and contributed surplus and 
retained earnings of $246.9 
million. 


eS i ie ar 


i financial statements have been prepared by management in accordance with generally accepted 
counting principles appropriate in the circumstances. Management is responsible for the other information 
the Annual Report, which is consistent, where applicable, with that contained in the financial 

ittements. Management is also responsible for installing and maintaining a system of internal control to 
ovide reasonable assurance that reliable financial information is produced. The Corporation has an 


ernal audit department whose functions include reviewing the system of internal control to ensure that it 
adequate and functioning properly. 


e Board of Directors is responsible for ensuring that management fulfills its responsibilities for financial 
orting and internal control. The Board exercises its responsibilities through the Audit Committee of the 
ard, a majority of which is composed of directors who are not employees of the Corporation. The 
mmittee meets with management, the internal auditors and the external auditors at least four times each 
ar to satisfy itself that responsibilities are properly discharged and to review the financial statements. 


e external auditors, Peat, Marwick, Mitchell & Co., conduct an independent examination, in accordance 
th generally accepted auditing standards, and express their opinion on the financial statements. Their 
mination includes a review and evaluation of the Corporation’s system of internal control and 

propriate tests and procedures to provide reasonable assurance that the financial statements are presented 
‘ly. The external auditors have full and free access to the Audit Committee of the Board. 


eile Jean Chrétien, P.C., M.P. Peat, Marwick. Mitchell & Co. 
ergy, Mines and Resources Canada 

use of Commons 

awa, Canada 


‘have examined the consolidated balance sheet of Petro-Canada as at December 31, 1982 and the 
isolidated statements of earnings and retained earnings and changes in financial position for the year 
n ended. Our examination was made in accordance with generally accepted auditing standards, and 
ordingly included such tests and other procedures as we considered necessary in the circumstances. 


dur opinion, these consolidated financial statements present fairly the financial position of the corporation 
it December 31, 1982 and the results of its operations and the changes in its financial position for the 


r then ended in accordance with generally accepted accounting principles applied on a basis consistent 
h that of the preceding year. 


further report as required by Section 77(1) of the Financial Administration Act that, in our opinion, 


per books of account have been kept by the corporation and the transactions that have come under our 
ice have been within the powers of the corporation. 


| 


gary, Canada : 
Tuary 25, 1983, except Je ey: Ma eee > oP / / ee Ze 
0 Note 18, which is ‘ , ‘ 


of March 25, 1983 Chartered Accountants 
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As at December 31, 1982 


(stated in thousands of dollars) 


Assets 
1982 1981 
Current Assets 
Cash and short-term deposits $ 28 896 $ 1153 
Accounts receivable 749 602 587 4 
Inventories (Note 3) 755 291 474 0 
Deposits and prepaid expenses 12 437 17@ 
1 546 226 11949 
Investments (Note 4) 295 128 383 8 
Property, Plant and Equipment, net (Note 5) 5 615 001 4911¢ 
Deferred Charges (Note 6) 95 760 818 
Deferred Financing Costs (Note 11) — 40 4 
Approved on behalf of the Board 
Director 
Director 
$7 552 115 
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iabilities 


urrent Liabilities 


Accounts payable and accrued liabilities 
Income taxes payable 


Portion of long-term debt due within one year 


ong-Term Debt (Note 7) 

dvances on Future Natural Gas Deliveries 
eferred Income Taxes 

linority Interest in Subsidiaries (Note 8) 
referred Shares Issued by a Subsidiary (Note 9) 


hareholder’s Equity 
apital (Note 10) 


Preferred shares 


Common shares 


ontributed Surplus (Note 11) 
etained Earnings 


ommitments and Contingency (Note 17) 


1982 1981 
$ 650 751 $ 426 523 
28 627 10 006 
73 286 73 135 
752 664 509 664 
257 400 1 239 638 
124 326 60 896 
1 044 557 910 066 
566 945 787 450 
1 464 375 1 464 375 
O72 7/2 864 772 
2 122 100 600 000 
3 094 872 1 464 772 
60 744 — 
186 232 175 672 
3 341 848 1 640 444 
$7 552 115 $6 612 533 
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For the year ended December 31, 1982 


(stated in thousands of dollars) 


Revenue 
Operating 
Interest and other income 


Equity in earnings of affiliates 


Expenses 


Crude oil and product purchases 

Producing and refining 

Depreciation, depletion and amortization 
Marketing, general and administrative (Note 12) 
Taxes other than income taxes 

Interest on long-term debt 


Other interest 


Earnings Before Undernoted Items 
Gain on Sale of Subsidiary 


Provision for Income Taxes (Note 13) 
Deferred 


Current 


Minority Interest 


Net Earnings for Year Before Preferred 
Share Dividends of Subsidiary 


Preferred Share Dividends of Subsidiary (Note 9) 
Net Earnings for Year After Preferred Share 


Dividends of Subsidiary 
Retained Earnings at Beginning of Year 
Retained Earnings at End of Year 


30 


1982 


$3 329 255 
31 286 
18 076 


3 378 617 


1 950 337 
356 217 
249 996 
261 343 
196 772 

50 232 
6 597 


3 071 494 


307 123 
7 082 


314 205 


135 073 
53 225 


188 298 


125 907 
4 735 


130 642 


120 082 


10 560 
175 672 


$ 186 232 


1981 


$2 646 3 
48 4 
209 
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re 


or the year ended December 31, 1982 


tated in thousands of dollars) 


1982 1981 

ources of Working Capital 
Net earnings for year before preferred 

share dividends of subsidiary $ 130 642 $ 203 844 
Add items not affecting working capital 369 629 323 126 
Working capital provided from operations 500 271 526 970 
Proceeds from issue of shares 1 767 448 460 972 
Proceeds from issue of long-term debt 1 338 491 1512 530 
Petroleum incentives program grants 299 892 138 764 
Advances on future natural gas deliveries 63 430 8 752 
Proceeds from sale of subsidiary 29 148 — 
Working capital acquired on acquisition 
| of subsidiary 16 253 — 
| 4 014 933 2 648 013 
ses of Working Capital 
Reduction of long-term debt 2 345 549 670 784 
Purchase of property, plant and equipment 974 096 594 601 
Acquisition of minority interest in subsidiaries 351 108 — 
Preferred share dividends paid by subsidiary 120 082 138 971 
mcrease in investments, net 61 954 88 673 
Jeferred financing costs 36 157 40 447 
ncrease in deferred charges, net 17 724 38 714 
Acquisition of Petro-Canada Enterprises Inc. — 925 (29 
| 3 906 670 2 097 919 
crease in Working Capital 108 263 550 094 
orking Capital at Beginning of Year 685 299 135 205 
orking Capital at End of Year $ 793 562 685 299 
| 
| 
| 
| 
ou 


December 31, 1982 


(tabular amounts shown in thousands of dollars) 
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Summary of Significant Accounting Policies 


(a) 


(c) 


(d) 


(e) 


Basis of Consolidation 


The consolidated financial statements include the accounts of Petro-Canada, an agent of Her Majesty 
in the right of Canada, and of all subsidiary companies (‘the Corporation’) except Canertech Inc. 
which is excluded for the reason described in Note 4. 


The excess of the consideration paid for the shares of subsidiaries over the underlying net book 
values at the dates of acquisition is attributed to the related assets acquired. 


Translation of Foreign Currency 


Current assets and current liabilities are translated at the rate of exchange in effect at the end of the 
year. The resulting gains and losses are included in earnings. Long-term assets, liabilities and 
preferred shares issued by a subsidiary are translated at rates in effect at the dates the assets were 
acquired, the obligations were incurred or the capital stock was issued. Revenue and expense items 
are translated at the average rates in effect during the year with the exception of depreciation, 
depletion and amortization which reflect rates in effect when the assets were acquired. 


Inventories 
Inventories are valued at the lower of cost and net realizable value. 
Investments 


The Corporation accounts for investments in companies over which it has significant influence on th 
equity method. Other long-term investments are accounted for by the cost method. 


Property, Plant and Equipment 


The Corporation accounts for its investment in oil and gas properties on the full cost method 
whereby all costs relating to the exploration for and development of oil and gas reserves are 
capitalized. Such costs include those related to lease acquisitions, geological and geophysical 
activities, lease rentals on non-producing properties, drilling both productive and non-productive 
wells and overhead related to exploration. 


Separate cost centres have been established for non-frontier Canada, each foreign area in which the 
Corporation has an interest and each of five Canadian frontier areas. 


Costs incurred in the non-frontier Canada cost centre are depleted in the proportion that current 
revenue is to the total estimated revenue from proven reserves of oil and gas. Costs incurred in _ 
producing foreign cost centres are depleted separately on the unit of production method based on | 
estimated proven oil and gas reserves. Annual costs incurred in the Canadian frontier cost centres ¢ 
amortized on a straight line basis over the period during which exploration activity in each cost 
centre is expected to continue. When exploration proves to be successful, as when an indicated 
commercial discovery is made, amortization is suspended and the unamortized balance of the cost 
centre is depleted on the unit of production method when production commences. When explorati¢ 
proves to be unsuccessful and the cost centre is condemned or abandoned, the unamortized balance 
of that cost centre is charged to earnings at that time. 


(g) 


(h) 


Costs of property, plant and equipment associated with the Syncrude Project and related leases are 
accumulated in a separate cost centre and are depreciated on the unit of production method based on 
production volumes. Expenditures on other bituminous sands leases are also accumulated in 

separate cost centres and are charged to earnings in accordance with the policy described for the 
Canadian frontier cost centres in the preceding paragraph. 


Depreciation of plant and equipment, except as noted above, is provided on either the unit of 
production method, based on production revenues, or the straight line method as appropriate. 
Annual straight line depreciation rates range from 2.5% to 25.0%. 


The interest cost of debt attributable to the construction of major new facilities is capitalized during 
the construction period. 


Substantially all of the Corporation’s exploration and production activities related to oil and gas are 
conducted jointly with others. Only the Corporation’s proportionate interest in such activities is 
reflected in the financial statements. 


Deferred Charges 


Costs relating to the removal of overburden from tar sands which will be mined in future years are 
deferred and will be charged to earnings when the related tar sands are mined. 


The Corporation defers costs incurred on feasibility studies involving economic evaluation and 
preliminary engineering relating to certain transportation, production and other projects. Upon 
completion of studies leading to the commencement of a project or enhancement of an existing 
project the applicable expenditures are transferred to property, plant and equipment and are charged 
to earnings based on the estimated useful life of the project, otherwise, all associated costs are 


charged to earnings at that time. 


Certain costs relating to the Corporation’s marketing program are deferred and amortized ona 
straight line basis over five years. 


Debt issue expense is amortized on a straight line basis over the life of the debt. The amortization is 
included with interest on long-term debt in the consolidated statement of earnings and retained 
earnings. 


Federal Petroleum Compensation Program 


Under the oil compensation program the Federal Government compensates eligible importers for a 
portion of certain costs with respect to petroleum consumed in Canada, provided they maintain 
prices for certain products at levels not to exceed those suggested by the Government. 
Compensation received under the program is reflected as a reduction of crude oil and product 
purchases. 


Income Taxes 


The Corporation makes full provision for income taxes deferred as the result of claiming depreciation, 
exploration, development and other costs for income tax purposes which exceed the related amounts 
charged to expense in the financial statements. The Corporation accounts for investment tax credits 
on the flow-through method. 


Pension Plan 


Costs of pension benefits for current services are funded and charged to earnings as they accrue. 
Costs for past services, arising from amendments to the plan, and experience deficiencies are funded 
in accordance with applicable pension legislation and charged to earnings over periods not exceeding 
fifteen years. 
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Acquisitions 


(a) 


Petro-Canada Enterprises Inc. 


During 1982 the Corporation increased its holdings of the outstanding common shares of 
Petro-Canada Enterprises Inc. (“Enterprises’’), formerly Petrofina Canada Inc., from 55.7% held on 
December 31, 1981 to 76.2% at December 31, 1982. The additional shares were acquired at a cost of 
$350 308 000 pursuant to a tender offer made by the Corporation on April 18, 1981 to purchase for 
cash at $120 per share, subject to adjustments to reflect imputed interest and dividend payments, 
any and all of the outstanding shares of Enterprises. This offer will terminate on February 28, 1983 
unless extended. 


In 1981 the shareholders of Enterprises approved the sale of substantially all its net assets to the 
Corporation in exchange for securities issued by a subsidiary of the Corporation. The securities are 
valued at $1 612 150 000, being, principally, the equivalent of $120 per common share of Enterprise 
after adjustment for estimated imputed interest and dividends on common shares of Enterprises ni 
yet acquired by the Corporation. 


The tender offer and the acquisition of the assets from Enterprises constitute an integrated transact 
which has been accounted for by the purchase method, details of which to December 31, 1982, are 
follows: 


Book value of acquired assetS .-...-... 605-254. $1 070 
Book value of assumed liabilities... 2... 5s ek (508 
562 
Excess of attributed value over book value of acquired net assets: 
Petroleum and natural gas properties .........-.-..-- sees teen eee $486 989 
Refining and marketing......-.....-.-5-...-:..--- 8-6 509 802 
Bituminous sands 
—- Syncrude Project ....,,--4:..:--). 7 838 
— Other bituminous sands leases........-.. 5-6-6555 45 100 1 049 
Attributed value of net assets acquired at December 31, 1982 ........... 1 612 
Minority interest at December 31; 1982 (Note 8)... ... 5.62). aoe. (436 
Cost to December 31 1982. SI 173 


This acquisition was financed by funds from a revolving term loan (Note 7). The minority interest 
stated, pursuant to the offer of April 18, 1981 and the 1981 shareholder approval referred to above 
the estimated cost of acquiring all of the outstanding shares of Enterprises not already held by the 
Corporation. Funds for the acquisition of these shares will also be provided from the revolving tet 
loan. 


Panarctic Oils Ltd. 


During 1982 the Corporation acquired additional common shares in Panarctic Oils Ltd. (‘“Panarcti 
in consideration for exploration expenditures incurred, which increased its interest to 53.8% of thi 
outstanding common shares at December 31, 1982. Effective May 1, 1982 the Corporation has 
accounted for its investment in Panarctic on a consolidated basis and the results of Panarctic’s 


operations are included in these financial statements from that date. The acquisition has been 
accounted for by the purchase method, details of which to December 31, 1982 are as follows: 


POO welds Ol cquiled ascets $ 357 443 
Book vale orasstimed liabintics. (67 573) 

289 870 
Minority interest in common shares at December 31, 1982 (Note 8).................... (135 338) 
Sostto December 31, 1982 $ 154 532 


The cost of the net assets acquired approximated the net book value thereof. 


Inventories 


Inventories consist of: 


1982 1981 
Pde oil, refined products and merchandise |... $641 527 $405 036 
Oe ee ge d,hlmr—i( ststsi—<“‘“‘“‘COCOCOC*C*C 113 764 68 981 


$755 291 $474 017 


Investments 


The Corporation’s investments consist of: 


1982 1981 

At equity 

feocoast Transmission Company Linuied .......... $175 248 $170 716 

poet Oistid (Note?) — 150 702 

—... }  }  . # } } }. . }.} }48§=..2.C 31 549 29.978 
At cost 

seh held forinvestent (Note 18)... 70 555 _ 

Po oeiges and Olher investments... 17 776 16 479 

Siler s—s—(i‘“‘“‘“‘<‘<i‘<‘“<‘i‘“i‘(‘i‘i‘i‘i‘i‘i‘i‘i‘i‘i‘i‘i‘i‘i‘i‘i‘i‘i‘i‘i‘i‘i‘ it] — 20 000 


$295 128 $383 875 


Westcoast Transmission Company Limited 


At December 31, 1982 the Corporation held 31.3% of the total outstanding common shares of Westcoast 
Transmission Company Limited (‘Westcoast’). 


The value assigned to the investment in Westcoast, when it was acquired by the Corporation, and the cost 
of subsequent share purchases exceeded the underlying net book value at the dates of acquisition by 

$33 388 000. This excess is being amortized over the estimated useful lives of the underlying assets to 
which it is attributed by charges against the Corporation’s share of Westcoast’s net earnings. 


Westcoast is a regulated utility and is subject to regulatory directives which may change the components 
of the cost of service. Changes resulting from such directives do not have a direct effect on net earnings 
due to rate of return on rate base considerations which are also taken into account in the regulatory 


process. 
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At December 31, 1982, the quoted market value of the Corporation’s investment in Westcoast was 
$178 195 000 (1981 — $168 649 000). 


Canertech Inc. 


Canertech Inc. was incorporated by the Corporation as a wholly-owned subsidiary company to develop 
alternate energy sources in Canada. The Government of Canada has indicated its intention to establish 
Canertech Inc. as an independent Crown Corporation and to purchase the Corporation’s investment at 
cost. The accounts of Canertech Inc., therefore, have not been included in the consolidated financial 
statements because of the temporary nature of control by the Corporation. 


During 1982 the Corporation received $20 000 000 from the Government of Canada in satisfaction of 
advances which the Corporation had made previously to Canertech Inc. The Corporation’s investment 
the common shares of Canertech Inc. is carried in the accounts at a cost of $1. 


5... Property, lant and Equipment 


Property, plant and equipment consists of: . 
1982 1981 


Accumulated 
Depreciation, 
Depletion and 
Cost Amortization Net Net 
Oil and gas 
Canada 
— non-frontier areas .......-.....-: $3 347 491 $389 244 $2 958 247 $2 809° 
== frontier areas 783 058 109 765 673 293 384 
Foreign 5. 97 285 28 120 69 165 95 
Bituminous sands | 
Syncrude Project and 
related: leases. 2 a 514 785 37 415 477 370 478 
Other bituminous sands leases 
and expenditures thereon......... 175 547 30 731 144 816 115 
Refining and marketing...........---- 998 526 82 469 916 057 790 
Natural gas liquids ...........--.++-:: 135 265 24 349 110 916 115 
Pipelines and other property 
and equipment .<..:22. 36.2 295 925 30 788 265 137 121 
$6 347 882 $732 881 $5 615 001 $4 911 
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Deferred Charges 


Deferred charges consist of: 


At cost 
fharisanas overburden removal Costs «0 8 
Less portion related to tar sands to be mined within 
CC esl ee 


mrcuc Liquetied Natural Gas Project... 6... 
Polar tas TOleCh 
Cnet 


At amortized cost 
DMearceune progtam. 
Debt cue expense = ee. 


Long-Term Debt 


Long-term debt consists of: 


Maturity 
In Canadian dollars 
Unsecured loans, bearing interest at prime rate 
tO 270 above prime fale... 6... ee: 1985-1990 
Bank facome Debentures ......... 5... ke. 1983 
Promissory notes, bearing interest at 
Praecie. =. 1985 
mevorving term loan... 1984 
Other loans and long-term obligations ...............: 1983-1997 
Ronvertbie notes (Note 11) 
In United States dollars 
Revolving term loan ($56 584 000 U.S.)................ 1984 
So unsecured notes ($52 500 000 US.) ................ 1996 
8.45% unsecured notes ($25 000 000 U.S.) ............. 1987 
5.25% unsecured notes ($14 300 000 U.S.) ............. 1985 
e795 - 6.25% mortgages ($2 541 000 U.S.) .......-.-.- 1988 


Meee portion due within one year. ......-....-.-. ++. 


1982 


$32 901 


4 304 


28 597 
22 213 
16 868 

1 806 


$95 760 


1982 


$ 73 722 
40 000 


18 192 
12 255 
6 207 


67 714 
62 362 
29 841 
17 347 

3 046 


330 686 


73 286 


1981 


$15 652 


3 545 


12 107 
17315 
16 697. 

6 153 
19 489 


1981 


$ 40 000 
90 000 


20 692 
161 614 
5 741 
461 767 


405 215 
66 641 
35 545 
21 747 

3 811 


D312 773 


TAO) 


$257 400 


$1 239 638 
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Bank Income Debentures 
The Bank Income Debentures are held by a Canadian chartered bank and bear interest at approximately 


one half of the bank’s prime lending rate as announced from time to time. No deduction is allowed unde 
the Income Tax Act for interest expense relating to the Bank Income Debentures. 


While the Bank Income Debentures are not secured by any charge against the assets of the Corporation, 
there are certain restrictions with respect to the disposition or encumbrance of the investment by the 
Corporation in a subsidiary company, Petro-Canada Exploration Inc. 


Revolving Term Loan 


The Corporation has a revolving credit facility, which expires on June 30, 1984, to finance the acquisition 
of Enterprises amounting to $1.5 billion Canadian or the equivalent in U.S. dollars. At December 31, 1982 
the Corporation had outstanding loans of $79 969 000 against this credit facility and anticipates that 

approximately $287 000 000 will be drawn down in 1983 to complete the acquisition. At December 31, 198 
the term loan balance included $67 714 000 which is repayable in U.S. funds in the amount of $56 584 00 


LS: 


The term loan bears interest at floating rates. At December 31, 1982 the interest rates on the Canadian 
dollar and the U.S. dollar borrowings were approximately 13% and 10%, respectively. 


A substantial portion of the 1983 draw down referred to above will be repaid by funds received by the 
Corporation from the Canadian Ownership Account. 


Repayment of long-term debt 

The minimum repayment of long-term debt in each of the next five years is as follows: 
1983 — $73 286 000 1984 — $42 643 000 1985 — $36 199 000 
1986 — $22 116 000 1987 — $17 987 000 

Minority Interest in Subsidiaries 


Minority interest in subsidiaries consists of: 


1982 1981 

Panarctic | 
Common shares sr ee $135 338 5 = 
Equity in earnings 2.6 (4 735) — 
130 603 = 

Enterprises 
Common: shates 2 eee 436 342 787 4 


$566 945 $787 4 


Preferred Shares Issued by a Subsidiary 


The preferred shares issued by a subsidiary consist of 12 500 000 floating rate, cumulative, redeemable, 
non-voting, preferred shares, issued at $100 U.S. per share, to a group of Canadian chartered banks. 


The shares are redeemable, at the option of the subsidiary, at $100 U.S. per share, plus accrued dividen 


Cumulative dividends, payable quarterly, are, at the option of the subsidiary, based on a percentage of 
either the United States Base Rates, or the London Inter-Bank Offered Rates of the banks. At December. 
31, 1982, the dividend rate was approximately 6% per annum. | 


Under the terms of an agreement between the banks and the Corporation, in the event that the subsidi¢ 
does not exercise its option to redeem the shares over a ten year period beginning December 31, 1983, ¢ 
in the event of certain other occurrences under the provisions of the agreement, the banks have the 

option to require the Corporation to purchase the shares at $100 U.S. per share, plus accrued dividends 
These options increase from $60 000 000 U.S. in 1984 to $170 000 000 U.S. in 1994. . 


Capital 
Authorized 


During 1982 the authorized capital of the Corporation was increased by an amendment to the 
Petro-Canada Act. In the aggregate the authorized capital is: 


(a) Common shares with a par value of $100 000 each 
(i) 55 000 common shares 


(ii) common shares issued in connection with funds received by the Corporation from the Canadian 
Ownership Account established under Vote 5c of the Appropriation Act No. 4, 1980-81, and 


(iil) common shares issued in connection with the acquisition by the Corporation of the capital stock 
of Panarctic Oils Ltd., previously held by the Government of Canada. 


(b) Preferred shares issued to the Government of Canada provided that the amount of such shares 
together with any loans received, and outstanding, from the Consolidated Revenue Fund of the 
Government of Canada is not in excess of $1 billion. 


Issued (to the Government of Canada) 


1982 1981 
Restated 
Number of Number of 
Shares Consideration Shares Consideration 
Common Shares 
Balance at beginning of year........5... 6 000 $ 600 000 5 800 $580 000 
CASI 2770 277 000 — = 
For funds received from the 
Canadian Ownership Account 
PNOtGd a 12 451 1 245 100 — — 
In consideration for shares 
Oibanarctic Oils Lid): . 6.0.4.3. Se — 200 0 
Balsnce alend Of year 2 le 21 221 $2 122 100 6 000 $600 000 
Preferred Shares 
Meealance at beginning of year............ 864 771 853 $ 864 772 423 799 853 $423 800 
Meas 108 000 000 108 000 440 000 000 440 000 
In consideration for shares 
Beanarctic Oils Midst 8 — — 972 000 972 
meclance at end of year ................. 972 771 853 $ 972772 864 771 853 $864 772 
| ee 
_ The preferred shares have a par value of $1 each, are redeemable at par at the option of the Corporation, 


_ carry no stated rate of dividend and are non-cumulative. 


. Contributed Surplus 


s Non-interest bearing convertible notes, issued to the Government of Canada in acknowledgement of funds 
i received from the Canadian Ownership Account, have been converted into common shares of the 

~ Corporation. These shares were issued at a premium of $137 348 000 specifically to create a contributed 

_ surplus equal to the financing costs incurred on that portion of the revolving term loan which is being 
‘repaid by funds received from the Canadian Ownership Account (Notes 7 and 10). Such financing costs, 
net of deferred income taxes of $60 744 000, have been charged against this contributed surplus. 
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12. Marketing, General and Administrative Expenses 


During 1982 the Corporation commenced a program of internal reorganization which will result in the 
consolidation of office space requirements, and of a number of operating and administrative functions. 
Included in marketing, general and administrative expenses for 1982 are the estimated costs associated 


with this program in the amount of $38 500 000. 


13. Income Taxes 


The provision for income taxes of $188 298 000 (1981 — $225 174 000) represents an effective rate of 59.9% 
(1981 — 52.5%) on earnings before income taxes of $314 205 000 (1981 — $429 018 000). The provision ha 


been computed as follows: 
1982 1981 


Earnings before income taxes. -......, 20-115 $314 205 $429 0: 


Add (deduct) 
Royalties and other payments to Provincial Governments .......-..-.---- 
Federal allowances 
Resource allowance... 5.2. -20 6 


289 240 264 3! 


(191 125) (152 6 


Tax depletion... 66.065. (86 373) (88 1 
Scientific research allowance... 2... 5 (2 006) (14 0 
Inventory allowance.........-.5--5:..- (18 459) (3 1 

Amortization of excess of attributed value over book value 
of assets acquired on purchase of subsidiary companies .......-.--.---- 84 099 65 9 
Petroleum and gas revenue tax... 62.6.6. 2 ee 97 546 524 
Non-taxable incremental oil revenue ..........--- 23-1516 ts (29 174) — 
Equity in earnings of affiliates ........-....-.---.4.---- 1-59 (18 076) (209 
Incremental oi] reventie tax... 10 810 — 
Non-deductible interest on Bank Income Debentures................+++-- 7 392 133 
Other. =. a 8 3 921 74 
462 000 553 C 


Combined Canadian Federal and Provincial income tax 


at 49.5% (1981 — 50.2%) 228 690 277 € 
Deduct tax rebates and credits | 
Provincial income tax rebate plans ....-..-..-- 42-5066 (15 980) (14 ¢ 
(24 412) (38 ¢ 


Kederal investment tax credit =...) 65. 


Provision for income taxes .- $188 298 $225) 


14. Pension Plan 


Based on an actuarial valuation of the Corporation’s pension plans the unfunded past service pension 
obligations at December 31, 1982 are approximately $42 000 000. All accrued, including vested, benefits| 


December 31, 1982 are fully funded. 
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Segmented Information 


The Corporation operates principally in the following business segments: 


Business Segment Operations 

Natural resources Exploration, development and production activities for 
crude oil, natural gas, field liquids, sulphur, oil sands, coal and 
minerals. 

Refined oil products Purchase and sale of offshore oil; refining crude oil 


into oil products; distribution and marketing of these and other 
purchased refined oil products. 


Natural gas liquids Extraction of liquids from natural gas; transportation, 
distribution and marketing of the natural gas liquids. 


The financial results of operations by business segment are as follows: 


1982 
Refined Natural 
Natural Oil Gas 
Resources Products Liquids  Eliminations Total 
Boles tO customers ..... 5... 5.55... $819 638 $2 205696 $303 921 $ — $3 329 255 
acerseement traisiers................ 87 766 — — (87 766) — 
Total Operating Revenue.............. 907 404 2205696 303921  —= (87766) 3 329 255 
Product costs and operating 
PADCNsCS a. 212 211 1978 277 =. 203. 832 (87 766) 2 306 554 
Depreciation, depletion and 
PmOlizanO 2 178 592 51 912 19 492 — 249 996 
Taxes other than income taxes ......... 109 069 87 703 — ee Ge 
Total Operating Expenses ............. 499 872 2117 892 223 324 (87 766) 2753 322 
Seperating Profit. 3... $407 532 $ 87804 $ 80597 575 933 
Interest and other income.......... oe 31 286 
Equity in earnings of affiliates.......... 18 076 
Marketing, general and administrative 
pecises sl (261 343) 
Brretest on long-term debt ..:........... (50 232) 
Meer inicrest. 2 (6 597) 
jain on sale of subsidiary ............. 7 082 
Provision for income taxes............. (188 298) 
Mem tCLeSt 4 735 
5 (445 291) 
. Net Earnings for Year 
Before Preferred Share 
Dividends of Subsidiary ............ $ 130 642 


4] 


Sales tO CUSLONICrS: 5500 eee oe 
Inter-segment franSters ae 


Total Operating Revenue...........--- 


Product costs and operating 
CXPENSES 2s lee dypeeuees ek ee 

Depreciation, depletion and 
AMOLZATON Cio i es Se ees ee 

Taxes other than income taxes 


Total Operating Expenses 


Operating Profit..............-...-+-- 


Interest and other income. ....+- 2.52.5) 
Equity in earnings of affiliates.......... 
Marketing, general and administrative 
EXPENSES 0) ee ee 
Interest on long-term debt ............. 
Other interest 3 
Provision for income taXeS . nn as 


Net Earnings for Year 
Before Preferred Share 
Dividends of Subsidiary ............ 


Natural 
Resources 


$626 465 
(Aner ee 


See eee Te ee 


Refined 
Oil 
Products 


$1 756 618 


1 756 618 


1981 


Soe eee a a rh |) eee aero 


181 893 


113,530 


1 538 250 


28 248 


a 0 a eg ere eee ae 


346 984 


See eee eee eee eee a en i eee meet eer 


$350 753 


1 630 523 


$126 095 


Inter-segment transfers are accounted for at market value. 


Total 


$2 646 . 


———— ae 


Natural 
Gas 
Liquids Eliminations 
$263 282 ee 
ae 1272) 
263 282 (71 272) 
167 489 (71:272) 
15 344 — 
182 833 (Jo? 2} 
$ 80 449 


The identifiable assets at December 31, and the amount of capital expenditures for the year, by busines 


segment, are as follows: 


Natural resources: oo) 4 


Refined oil products 


Natural -gasdiquids.. 40,0550. ee 


Other 


Other identifiable assets include cash and short-term deposits, investments in other companies, gen¢ 
corporate assets and miscellaneous corporate ventures. | 
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Identifiable Assets 


1982 1981 1982 
$4 857 756 $4 336988 $ 638 169 
1 723 826 1 419 042 192 142 
158 482 154 175 1 790 
812 051 702 328 221 673 
$7 552115 $6612533 $1053 774 


Capital Expendit 


19 


y 


5. Comparative Figures 


Certain reclassifications have been made to the 1981 comparative figures to conform with the current year's 
presentation. 


7, Commitments and Contingency 


(a) Commitments 


(i) 


(il) 


BP Refining and Marketing Canada Limited 


Pursuant to an agreement with BP Canada Inc. (“BP”) and the British Petroleum Company 

p.l.c. dated October 29, 1982 the Corporation has agreed to make an offer to acquire all of the shares 
of BP Refining and Marketing Canada Limited, a corporation to be formed as part of a 
reorganization of BP which will own all of BP’s refining and marketing assets and liabilities, for 
a consideration of $348 000 000, subject to adjustment to reflect imputed interest. The agreement 
together with the proposed tender offer provides for the acquisition of all of the voting shares in 
1983. The non-voting shares will be acquired during the period 1983 to 1985 and the agreement 
provides for an escalation of the purchase price for such shares in recognition of an interest factor. 
Funds for the acquisition will be provided from bank financing. 


Other Commitments 


In addition to commitments incurred in the ordinary course of business the Corporation is 
participating in the construction of an office complex in Calgary and is also participating in the 
construction of an offshore drilling vessel. These projects are being financed by mortgage 
borrowings. At December 31, 1982, the Corporation was committed to expend $107 000 000 to 
complete these projects. 


The Corporation has entered into long-term leases for the use of the above mentioned office complex 
and drilling vessel and has leased certain other offshore drilling vessels for periods of one to five 
years. The drilling vessels are used by the Corporation during the Canadian drilling season and 
the rentals are shared with joint venture participants. The drilling vessels are available for sublease 
when not required by the Corporation. 


The minimum annual rentals under the above and other non-cancellable operating leases in each 
of the next five years is as follows: 


1983 — $313 000 000 1984 — $329 000 000 1985 — $203 000 000 
1986 — $146 000 000 1987 — $112 000 000 


43 


(b) 


Contingency 


On January 9, 1980 Atlantic Richfield Company served the Corporation and a subsidiary with a 
Statement of Claim requesting that the Corporation cause the subsidiary to pursue a monetary claim 
for $12 039 000 against the Government of Saskatchewan with respect to payments made by it unde 
certain Saskatchewan legislation (subsequently determined to be unconstitutional) prior to the time 
the shares of the subsidiary were acquired by the Corporation from Atlantic Richfield Company. Th 
Statement of Claim asked the court, inter alia, for certain injunctive relief and general damages in tl 
amount of $20 000 000. Prior to trial the action against the subsidiary was discontinued. 


The Court of Queen’s Bench of Alberta held in favour of the Corporation and ruled against Atlantic 
Richfield Company in a Judgement dated October 27, 1982. Atlantic Richfield Company filed a Noti 
of Appeal in the Court of Appeal of Alberta on January 27, 1983. 


In the opinion of management, based on the advice of counsel, no provision for the claim is require 
in the accounts of the Corporation. 


18. Subsequent Events 


44 


(a) 


(c) 


Petro-Canada Enterprises Inc. 


During the period January 1 to February 28, 1983 the Corporation purchased additional common 
shares of Enterprises for a consideration of $374 000 000 which increased its interest to 96.6% of the 
outstanding common shares, pursuant to the April 18, 1981 tender offer which was open for | 
acceptance until February 28, 1983 (Note 2). The funds for the purchases were provided from the 
revolving term loan (Note 7) and from cash held for investment, being funds received from the 
Canadian Ownership Account prior to December 31, 1982 for purposes of the 1983 share acquisitio: 
The Corporation proposes to acquire the remaining 3.4% of the issued shares of Enterprises under 
the provisions of the Canada Business Corporations Act for an estimated additional consideration ¢ 


$62 000 000. 

BP Refining and Marketing Canada Limited 
On February 28, 1983 the Corporation issued the tender offer for the acquisition of all of the shares 
BP Refining and Marketing Canada Limited (Note 17). 

Capital 


Subsequent to December 31, 1982 an appropriate Order in Council was issued in connection with | 
conversion by the Corporation of the non-interest bearing notes issued to December 31, 1982 into 
12 451 common shares (Notes 10 and 11). 
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Five Year Financial I Operating Summary 


Summary of 
Earnings 

(in thousands 
of dollars) 


Other 
Financial 
Data 

(in thousands 
of dollars) 


Daily 
Production 
(net before 
royalties) 


Proven 
Reserves 
(net before 
royalties) 


Marketing 


Employees 
Notes: 


Revenue 
Expenses 


Add (deduct): 
Provision for income taxes 
Gain on sale of subsidiary 
Minonity interest 


Earnings before extraordinary 
items and dividends on redeemable 
preferred shares 

Extraordinary items 


Earnings before dividends on 
redeemable preferred shares 


Working capital provided from 
operations 

Capital expenditures 

Petroleum Incentives Program grants 

Acquisition of subsidiary companies 
and minontty interests therein 

Total assets 

Working capital 

Long-term debt (Note 3) 

Redeemable preferred shares 

Shareholder’s equity 


Domestic production from oil 
and gas wells 
— Crude oil and natural gas liquids 
(thousands of m*) 
— Natural gas (millions of m3) 
Synthetic crude oil 
(thousands of m*) 
Foreign crude oil 
(thousands of m*) 


Domestic 

— Crude oil (millions of m*) 

— Natural gas liquids 
(millions of m’) 

— Natural gas (billions of m3) 

— Synthetic crude oil 
(millions of m°) 

Foreign 

— Crude oil (millions of m?) 

Sales volumes (millions of m*) 

— Gasoline and distillates 

— Liquefied petroleum gases 

Wholesale and retail marketing outlets 


Number at December 31 


1983 1982 1981 1980, 1979 
(Note 2) (Note 2) (Note 2) 
$4172343 $2788 136  $2674603 $1023398 $ 766 295 
3796137 2481013 2.245.585 704 248 513,273 
376 206 307 123 429018 319 150 253/022 
(248.966) (188.298) (225174) (155.464) ——(121. 968) 
— 7 082 = = = 
5 823 4735 = = (5.049) 
133 063 130 642 203 844 163 686 126 005 
(16 515) 

§ 116548 5 130642 $ 203844 S$ 163686 $ 126005 
$ 676315 $ 500271 $ 526970 $ 457550  $ 357684 
1030048 1053 774 679 420 430 488 367 652 
468 488 299 892 138 764 = = 

537 672 351 108 568 297 9 045 749 528 
8 239 025 7552 115 6 612 533 3 766 766 3 411 321 
77 622 793 562 685 299 135 205 186 063 
188 408 330686 1.312.773 283 075 329 506 
139408 1464375 1464375 1464375 «1 464.375 
4010560 3341848 1640444 1: 114.599 978 850 
10.8 10.8 11.3 9.9 
10.0 10.6 10.7 9.3 
3.0 2.3 21 15 1.2 
0.5 0.2 0.2 0.2 = 
45.0 47.1 47.0 42.3 44.8 
74 77 8.2 6.4 5.6 
134.3 135.8 138.3 115.4 107.8 
26.3 27.4 28.3 20.5 21.1 
09 0.9 11 1.0 1.0 
7.9 4.6 4.0 14 13 
1.2 13 12 12 12 
3107 1 605 1504 407 420 
6 601 6 166 5 801 2823 2246 


1. Certain reclassifications have been ma to the figures previously reported for earlier years to reflect subsequent 


changes in reporting presentation. 


2. Financial and operating results are incded from May 12, 1981, for the 


former Petrofina Canada Inc. operations, 


from May 1, 1982, for the operations Panarctic Oils Ltd., and from March 1, 1983, for the former BP Refining 


and Marketing Canada Limited operatas. 
3. Long-term debt includes current matules. 


Corporate Profile 


Petro-Canada is the largest 
Canadian owned Corporation 
in the petroleum industry and 
the only nationally integrated 
Canadian oil and gas 
Corporation. The Corporation 
is primarily engaged in oil and 
gas exploration and production, 
and the transportation, 
refining and marketing of 
hydrocarbons for Canadian 
needs. 


Petro-Canada, formed by Act of 
Parliament in 1975, is wholly 
owned by the Government of 
Canada. Operations began in 
1976, and today, with its head 
office in Calgary, Alberta, the 
Corporation carries out its 
activities from coast to coast. 
Petro-Canada employs 6 601 
people and has assets of $8.2 
billion. 


Head Office Address: 
P.O. Box 2844 

Calgary, Alberta 

T2P 3E3 

Telephone: (403) 296-8000 
Telex: 03825753 


Cover photo: Debbie Farrow, Well 
site geologist, Ralph Spacrud, 
consulting drilling supervisor, at 
rear, and Duncan McFarlane, 
consulting geologist, examine fresh 
core samples from a new well neat 
Rocky Mountain House, Alberta. 


March 30, 1984 


The Honourable Jean Chrétien, P.C., M.P. 
Minister . 
Energy, Mines and Resources Canada 

House of Commons 

Ottawa, Canada 


Dear Ministe: 
~ 

On behalf of tk 

Annual Report 
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0 present the 1983 Petro-Canada fe 
54 1983. a ee 
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Message 
from the 
Chairman 
of the 
Board 


Petro-Canada’s Executive Council, 
from left, David O’Brien, Ed 
Lakusta, Bill Hopper, Bill West and 
Jim Stanford. 


On behalf of the Board of 
Directors I am pleased to 
present the Petro-Canada 
Annual Report for the fiscal 
year 1983. 


The year was an eventful one 
for Petro-Canada and one of 
major achievement in all areas 
of operations. The Corporation’s 
financial results show a 
considerable improvement over 
1982 despite a difficult 
business climate. Increased 
conventional and synthetic 
crude oil production more than 
offset a decline in natural gas 
sales and a deterioration in 
profitability for the refining 
and marketing industry. 


Funds from operations 
increased approximately 35 per 
cent to $676 million, the 
highest level in the Corporation’s 
eight-year history; after 
deducting preferred share 
dividends, the funds available 
for reinvestment and debt 


retirement increased by a 
significant 55 per cent to 
approximately $590 million. 
Capital expenditures were 

$1 030 million. Internally 
generated funds will increasingly 
become the major source of 
funds for reinvestment with 
government equity injections 
becoming less significant as the 
Corporation matures. The 
programs instituted in 1982 to 
control operating expenses 
and staff levels were continued 
and re-emphasized this year 
and have yielded clear benefits 
in terms of improved 
efficiency and financial results. 


Petro-Canada continued an 
active program of frontier 
exploration both as operator 
and as a joint-venture 
participant — this program 
yielded a series of significant 
discoveries during 1983. A 
number of successful wells 
were drilled to delineate the 
Venture and Hibernia 
discoveries. Petro-Canada 
continues to emphasize the 
importance of the frontiers as 
a future source of oil and 
natural gas for Canadians and 
our emphasis is being directec 
to those areas which offer the 
prospect of earliest commercia 
development. | 


{| 


The oil sands and heavy oils 
of Alberta and Saskatchewan 
are another important future 
source of oil supply and 
Petro-Canada was an active 
participant in these areas in 
1983. The Syncrude oil sands 
plant in which Petro-Canada 
owns a 17 per cent share, 
achieved a production level of 
6.5 million cubic metres in 
1983 — the highest level ever. 
The Syncrude participants 
decided to expand the capacity 
of the plant to 21 900 cubic 
metres a day: this decision 
followed agreement with the 
Government of Alberta on 
revised royalty terms and will 
result in additional production 
starting in 1988. Petro-Canada 
entered into a joint venture at 
Wolf Lake, Alberta — the $150 
million enhanced oil project 
started in 1983, and is 
scheduled to begin producing 
oil in 1985. During 1983, 
Petro-Canada carried out a 
series of studies of the 
technical and economic 
feasibility of an oil sands 
mining project. The scale of 
this project (approximately 

7 800 cubic metres a day of 
synthetic oil production) 
would be considerably smaller 
than Syncrude but the capital 
costs would be more 
manageable than for a larger 
scale project. Petro-Canada will 
discuss with governments the 
desirability of proceeding with 
such a project and the fiscal 
tegime which would be needed 
‘0 encourage investors to 
Participate in the venture. 


The refining and marketing 
assets of BP Canada were 
successfully integrated into the 
Petro-Canada network, the 
rebranding to the Petro-Canada 
logo continued to yield 
increases in sales and 
Petro-Canada has become a 
powerful competitor in the 
marketplace. 


To improve the overall 
efficiency of the Corporation, 
Petro-Canada restructured its 
operations into three groups: 
Petro-Canada Resources, 
responsible for upstream oil 
and gas operations; Petro- 
Canada Products with 
responsibility for downstream 
operations; and the Corporate 
Division. An Executive Council, 
made up of the five senior 
corporate officers, ensures that 
the strategies and business 
plans of the operating divisions 
are consistent with Petro- 
Canada’s mission. The rapid 
growth and complexity of 
Petro-Canada’s operations 
required the Corporation to 
recruit from outside a number 
of senior officers with 
extensive industry knowledge 
and experience. I anticipate 
that future management 
requirements will be staffed 
predominantly from within the 
Corporation. 


In light of the deterioration in 
the business environment and 
the need for corporate 
consolidation after several 


acquisitions, the necessity to 
reduce staff numbers was 
clearly recognized; through 

the use of early retirement and 
voluntary terminations we 
were able to cushion the impact 
on our employees. I was very 
impressed with the continued 
dedication of employees 
through this difficult period. 
Our Calgary based staff began 
moving into the new head 
office building, the Petro- 
Canada Centre, during 1983 
and we expect the move to be 
completed by mid-1984. Having 
our Calgary based staff in a 
single location will significantly 
improve our efficiency and 
reinforce Corporate morale. 


In closing, I would like to 
thank our outgoing Directors, 
Ione Christensen, T. K. 
Shoyama, and J. S. Grafstein. 
Their efforts on behalf of 
Petro-Canada are much 
appreciated. It is particularly 
appropriate to pay tribute to 
T. K. Shoyama, a founding 
Director of Petro-Canada in 
1976, whose advice and 
support has been invaluable 
during a crucial stage of 
Petro-Canada’s development. 
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W. H. Hopper 
Chairman of the Board 
and Chief Executive Officer 


March 30, 1984 


Despite being a difficult year 
for the Canadian oil and gas 
industry, 1983 was one of 
fundamental change and 
considerable achievement for 
Petro-Canada. World oil prices 
declined and demand for 
natural gas and petroleum 
products was weak. Profitability 
in the refining and marketing 
sector was inadequate during 
most of 1983, as the industry 
came to grips with surplus 
refining capacity and intense 
price competition prevailed in 
the wholesale and retail 

sectors. Petro-Canada responded 
quickly to the challenge posed 
oy the tough business climate. 


» Corporate priorities were 
refocused to emphasize a 
better balance between 
shorter-term cash generating 
activities and higher risk, 
longer term projects. 


Frontier exploration efforts 
now emphasize the earliest 
and most promising oil 
Opportunities to achieve 
commercial production. 


Western Canada exploration 
was refocused towards oil 
because of the uncertain 
market outlook for natural 
gas. 


» Capital expenditure priorities 
_ were re-examined and 

_ directed toward projects 

_ Offering early cash flow 
enhancement and reduced 
cost. 


@ The programs started in 1982 
to improve efficiency and to 
reduce expenses and staff 
were continued and 
re-emphasized. 


@ A number of projects which 
had appeared viable in a 
higher energy price 
environment but which 
could no longer be sustained 
were discontinued or 
deferred. 


— It is not anticipated that 
the Labrador exploration 
program will continue in 
1984. 


— The Rim Gas project has 
been discontinued. 


— Asa matter of 
commercial prudence, 
investment in the Come 
by Chance refinery is 
being written down 
because of the uncertainty 
associated with reactivation 
of this refinery. 


— The Arctic Pilot Project 
is being deferred 
indefinitely. 


These decisions were not easy 
but were necessary to ensure 
that Petro-Canada could 
operate effectively in the 
current business environment 
and could respond to future 
challenges. The results of these 
actions were already evident in 
1983: 


@ Financial results are the best 
in the Corporation’s history. 


An active exploration 
program yielded a number 
of important oil and gas 
discoveries in Western 
Canada and the frontiers. 


A series of successful 
delineation wells were 
completed in the Hibernia 
and Venture discoveries. 


Conventional and synthetic 
crude oil production 
increased significantly from 
1982 levels. 


The refining and marketing 
assets of BP Canada were 
successfully integrated into 
the Petro-Canada Products 
network. 


An effective set of Canadian 
Benefits policies was put 
into operation. 
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Within the upstream sector of 
its business, managed by 
Petro-Canada Resources, the 
Corporation directed its 
priorities toward a better 
balance between shorter-term 
cash generation opportunities 
in Western Canada and the 
longer-term, high-risk projects 
in the frontiers. Petro-Canada 
also took major steps to 
strengthen its ongoing 
commitment to the principle 
that Canadians should derive 
maximum benefit from 
Petro-Canada’s activities in the 
oil and gas sector. 


Exploration 


Petro-Canada’s strategic thrust 
was on finding and developing 
major new sources of 
hydrocarbon supply in the 
frontier regions, particularly 
Canada’s East Coast offshore 
areas. Its exploration and 
development activities were 
directed at the Hibernia and 
Sable Basin areas, with 
relatively less activity in the 
Beaufort Sea, Labrador and the 
Arctic Islands. In its Western 
Canadian activities, the 
Corporation’s strategic emphasis 
was on early cash generation 
opportunities balanced by a 
careful reappraisal of the 
onger-term supply potential 

f Alberta’s extensive heavy oil 
nd oil sands deposits. 
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Contract employee studies duty 
roster aboard a Petro-Canada 
semi-submersible drilling rig off the 
coast of Nova Scotia. 


Frontier and 
International 


In the frontiers, Petro-Canada 
participated in 20 of a total of 
23 wells completed in 1983, 
and it operated seven of these 
wells. During the year, 
Petro-Canada finalized four 
exploration agreements with 
the Federal Government 
covering 2.2 million hectares 
off the coast of Newfoundland. 
The first major well in this 
program was Terra Nova K-08 
in the Corporation’s 100 per 
cent South Hibernia acreage. 
Petro-Canada was subsequently 
joined by Canadian partners 
who are participating in this 
well and in the additional wells 
to be drilled in this location. 
Preliminary results at year end 
were encouraging and drilling 
was continuing. 


Petro-Canada, as a 25 per cent 
working interest partner, 
participated in the successful 


Jim McGregor, geophysicist, left, Bev 
Fletcher and Tom Powers, both 
geophysical technologists, check 
quality control on seismic section. 


three-well delineation program 
completed in the Hibernia field. 
The results of the testing at 

the Hibernia B-27, J-34 and I-46 
locations were encouraging 
and provided further valuable 
reservoir information that is 
being used in the design of a 
production system for the 

field. Full scale development of 
this major oil field will require 
substantial future capital 
commitments by the Corporation 
and the application of 
technologically advanced 
production techniques. 


Petro-Canada has a 45 per 
cent interest in Glenelg J-48, 
the most promising exploratory 
well drilled in the Sable Basin 
in 1983. Delineation drilling is 
required to determine the 
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commercial significance of the 
Glenelg discovery. The 
Corporation also has a 42 per 
cent interest in the Uniacke 
G-72 well, drilling at year end 
20 kilometres northwest of the 
Venture gas field. 


Petro-Canada participated, as 

a 30 per cent working interest 
partner, in the successful 
two-well delineation drilling 
program in the Venture field 
in the Sable Basin. The results 
of the testing at Venture B-52 
were encouraging. At year-end 
the delineation well Venture 
H-22 was being prepared for a 
comprehensive testing program 
Testing on these two wells will 
establish the southward extent, 
of the Venture field and has 
already helped confirm the 
presence of significant gas 
reserves for a development 
plan. Commitments from 
suitable gas markets are vital — 
to the development schedule | 
for this project. 


The Corporation had a modest 
articipation in three wells : ; 
ee in the Beaufort Sea, Hibernia Area 
with the most encouraging ——— 
results from the Itiyok I-27 : ar 
well. This well, drilled from a 
dredged island, was located 68 
kilometres northwest of 
Tuktoyaktuk. In Labrador, the 


# St. John’s Hibernia B-27 _ 
results of the Corporation’s Hibernia 1-46 
three-well drilling program Hibernia J-34 
were not encouraging and 
Petro-Canada is assessing its —1 Petro-Canada operated lands 
position with respect to partner operated lands 


activity in this region. drilling location 
oil 


Western Canada dry and abandoned 


Petro-Canada demonstrated 
continued success in Western 
Canada in 1983. It participated 
n the drilling of 132 Sable Basin 
exploratory wells at a 
relatively high success ratio of 
96 per cent, and in the drilling 
of 174 development wells at a 
success ratio of 95 per cent. 


[_} Petro-Canada operated lands 
C] partner operated lands 

© drilling location 

ae dry and abandoned oe S.W. Banquereau F-34 


3 gas 


W. Esperanto B-78 


[wo of the areas in which 
Petro-Canada participated in 
the discovery of new oil oh jase 
reserves were the Wapiti and 
shekilie/Amigo areas of Olympiaa2 
1orthwestern Alberta. The 
-orporation also began an active Alma F-67 
tilling program in Saskatchewan rao = Arcadia J-16 
n 1983, directing its - ne | 
exploration activity to both _ ri Mes se 
‘onventional oil in eastern r Sc Venture Oe 
saskatchewan and heavy oil | coe 

eserves in the western region 
f the province. In Manitoba, 
he Corporation continued its 
articipation in the active 
Naskada oil field, where wells 
ire now producing. 


Uniacke G-72 
Venture B-52 


Bluenose 2G-47 
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In light of the continued 
decline of established Western 
Canadian oil reserves and of 
the extensive reserves of heavy 
oil and oil sands in Alberta, 
Petro-Canada has been actively 
studying oil sands as a 
medium-term supply source. 


One of the most significant 
initiatives taken by the 
Corporation in 1983, was its 
decision to participate on a 50 
per cent basis in the 
construction of a $150 million in 
situ oil sands plant at Wolf 
Lake, Alberta. The decisions 
made by the federal and 
provincial governments to relax 
the fiscal regime provided the 
impetus for this project to 
proceed. 
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Initially, the Wolf Lake project 
will use the traditional 
steam-injection method for 
bitumen extraction from about 
200 wells. When the facility 
comes on stream in 1985, about 
1 100 cubic metres of bitumen 
will be produced daily. 
Construction of the plant, 
which will employ 450 people, 
began in the summer and 
drilling began in late 1983. 
Through its participation, 
Petro-Canada will derive early 
cash flow, gain technological 
experience, and will be in 

a strong position to initiate 

a larger in situ project if 
warranted. 


Another major initiative 
undertaken in 1983 in the oil 
sands was the decision to 
expand the production of 
synthetic crude oil from the 
Syncrude plant by 17 per cent 
to 21 900 cubic metres a day. 
This decision was made 
largely as the result of a royalty 
deferral agreement reached 
between the Syncrude owners 


and the Alberta government. 
The expansion program, which 
will involve significant capital 
investments, is expected to be 
completed by late 1987. 


In late 1983, Petro-Canada 
initiated a major independent 
study to assess the feasibility 
of a medium-sized mineable oil 
sands plant. The Corporation 
believes that, in the context of 
national energy policy, the oil 
sands option should be 
seriously reconsidered — the 
oil sands resource base is 
known and extensive; the 
mining, extraction and 
upgrading technologies have 
been well established by the 
Suncor and Syncrude plants; 
and the cost estimates are nOW 
both lower and more reliable 
than at the time of earlier 
proposed projects. 


In its international operations, 
Petro-Canada was part of a 
five-member international 
consortium that successfully 
negotiated five exploration 
contracts on 1.4 million 
hectares offshore in the 
People’s Republic of China. 
These were the initial 
contracts awarded during the 
first round of bidding. The 
Corporation has interests of uy 
to 10 per cent in the offshore — 
blocks and it participated in a 
seismic program and the ) 
spudding of the first well 
during the year. 


During 1983, the Corporation 
established clear Canadian 
Benefits policies and procedures 
to reflect its ongoing 
commitment to the principle 
that Canadians should derive 
maximum benefit from 
Petro-Canada’s activities in the 
oil and gas sector. These 
policies, which were based on 
a comprehensive review of 

the Corporation’s performance 
in the area of Canadian 
Benefits, make Petro-Canada’s 
commitment more explicit 
through all levels of 
decision-making. 


Several initiatives undertaken 
by Petro-Canada in 1983 
enabled Canadians to participate 
directly in the exploration 

of hydrocarbons, both 

off Canada’s coast and 
internationally. In July the 
newly constructed, dynamically 
positioned semi-submersible 
drilling rig, SEDCO 710, a 50 
per cent Petro-Canada joint 
venture, arrived on the East 
Coast. Other achievements 
during the year included the 
completion and commissioning 
of two anchor-handling supply 
vessels in Newfoundland and 
a seismic vessel in Quebec. The 
supply vessels have since been 
sold by Petro-Canada to 
Canadian companies and are 
working under contract to the 
Corporation. A Canadian 
company is operating the 
Petro-Canada owned seismic 
vessel, Bernier, on Petro- 
Canada’s behalf. To date, the 
Bernier has been active in 


hectare = 


Western Canada Production Summary 


(Corporation’s share before royalty) 


Oil 


(in thousands 
of cubic metres) 


Alberta 


Conventional 3 014 

Syncrude 1 102 

Empress — 
British Columbia 231 
Saskatchewan 153 
Manitoba 3 
Total 4 503 


support of the Corporation’s 
East Coast operations and 
Petro-Canada International 
Assistance Corporation’s 
operations. 


Petro-Canada continued as a 
major producer of petroleum 
and natural gas in Canada in 
1983. It was one of the largest 
producers of oil, accounting for 
approximately six per cent of 
total industry production of 
conventional oil. The 


Natural Gas 
Natural Gas Liquids 
(in millions 
of cubic metres) 


(in thousands 
of cubic metres) 


2 399 524 

— 2 316 

1231 11 
10 — 

3 640 2 801 


Corporation ranks as the largest 
producer of natural gas in 
British Columbia and among 
the top four in Alberta, 
producing about five per cent 
of total natural gas production 
in Canada. 


The Corporation’s efforts to 
increase conventional oil 
production, particularly through 
development activities, were 
successful in offsetting the 
natural production declines of 
old fields. 


Petro-Canada’s major oil 
development projects were all 
in Alberta: Valhalla, Bellshill 
Lake, and Caroline. The 
Corporation successfully added 
more than a million cubic 
metres of proven oil reserves 
from its development wells at 
Valhalla, and it expects to 


tet 


more than double this amount 
from a waterflood which is now 
being designed. In the Bellshill 
Lake oil field, Petro-Canada 
continued with its major infill 
drilling project, adding 30 new 
wells in 1983. The Corporation’s 
major miscible flood project at 
Caroline was under construction 
during the year and is expected 
to more than double the daily 
production rates when it is 
completed. The Corporation, 
through its 17 per cent 
ownership of Syncrude Canada 
Ltd., enjoyed the highest level 
of production of synthetic 
crude oil in 1983. The Syncrude 
oil sands mining plant, the 
largest of its type in the world, 
produced about 30 per cent 
more synthetic crude than in 
1982. Petro-Canada’s share, 
before royalty adjustments, was 
over one million cubic metres. 


The increased production of 
synthetic oil from the 
Syncrude plant brought 
Petro-Canada’s total oil and 
field natural gas liquids 
production up five per cent 
over 1982 levels to five million 
cubic metres in 1983 (an 
average of 13.8 thousand cubic 
metres a day). Natural gas 
production, constrained by 
poor demand particularly in 
the export market, fell by six 
per cent to 3.6 billion cubic 
metres (an average of about 10 
million cubic metres a day). 


12 


Proven Reserves of Oil and Natural Gas Liquids 


(before royalities) 


Oil reserves 
British 
Columbia 
Alberta 
Saskatch- 
ewan 
Manitoba 


Syncrude 
Spain 
Total Oil 


1983 1982 1981 1980 1979 


(thousands of cubic metres) 


2754.5. -2 868.2. 3 080.0. 2911.2 30028 
40 315.4 42397.6 42357.6 38 492.6 41 376.0 


1833.32, 17935 


44 960.9 47104.8 47 056.9 42 269.3 44 780.5 
26 300.0 27 400.0 28300.0 20500.0 21 100.0 
949.1 906.1 1089.5 974.2 


Natural gas liquids reserves 


British 
Columbia 
Alberta 
Total 
Liquids 
Grand 
Total 
Oil & Gas 
Liquids 


905.1 939.1 948.1 1001.2 889.5 
6478.1 6774.9 7301.9 5382.0 — 47350 


7383.2. 7 710,0 6 383:2" 3 62259 


Proven Reserves of Natural Gas 


(before royalities) 


British 
Columbia 

Alberta 

Saskatch- 
ewan 


Total Gas 


1983 1982 1981 1980 1979 


(millions of cubic metres) 


47 455.4 48755.7 50144.8 50955.3 45 576.2 
86511.5 86712.0 87 784.7 64125.2 61 955.9 


333.8 310.9 320;9 BI PES 276.7 
134 300.7 135 778.6 138 250.4 115 392.8 107 808.8 


Land Summary 


Provinces 

British Columbia 
Alberta* 
Saskatchewan 
Manitoba 
Ontario 

Quebec 


Frontier 

Northwest Territories and 
Beaufort Sea 

Hudson Bay 

Arctic Islands 

East Coast Offshore 

West Coast Offshore 

International 


otals* 


* includes oil sands leases 


** excludes coal leases 


Petro-Canada’s gas development 
activity centered on the 
completion of the Hanlan- 
Robb gas plant, in which the 
orporation has a 34.3 per 

ent interest. This plant, which 
s the first major gas 

orocessing facility to be 
onstructed in Alberta in a 
lecade, has a capacity of 8.5 
nillion cubic metres of new 

sas daily. 


hectare = 2 


SS Me 
(hectares) 

1 305 835 732 959 
4 005 311 1 833 605 
207 309 122 869 
149 490 75 606 
32 635 19 392 
1 124 982 581 277 
11 793 808 8 233 631 
429 314 02 7/6 
6 794 284 949 246 
33 037 725 13 440 530 
2 358 345 2 358 345 
1 681 737 149 024 
62 970 831 28 549 260 


In its international operations 
in offshore Spain, Petro- 
Canada’s production from its 
7.6 per cent participation in 
the Casablanca oil field more 
than doubled over 1982 levels, 
increasing to over 500 cubic 
metres a day. Good well 
performance, coupled with 
seismic results, confirmed the 
existence of additional 
recoverable reserves. Work 
continues on the adjacent 
Montanazo field where the 
Corporation also has a working 
interest and where a world 
record deep-water subsea well 
completion is underway. 


Petro-Canada’s proven reserves 
of conventional oil at year end 
totalled 45.0 million cubic 
metres, down some four per 
cent from 1982 levels. In 
addition to its conventional 
reserves, the Corporation’s 
interest in Syncrude Canada 
Ltd. accounts for 26.3 million 
cubic metres of proven 
reserves of synthetic crude oil. 


Petro-Canada’s proven reserves 
of natural gas totalled 134.3 
billion cubic metres at year end, 
down about one per cent from 
1982. The Corporation’s proven 
reserves of natural gas liquids 
totalled 7.4 million cubic metres 
at year end, down four per 
cent from 1982. 
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Within the petroleum 
products sector of its 
operations, managed by 
Petro-Canada Products, the 
Corporation directed its 
strategic priorities to achieving 
an increasingly profitable and 
self-sustaining business, based 
on steady improvements in 
refining and marketing 
efficiency, and high levels of 
customer, employee and dealer 
satisfaction. 


During 1983, the Corporation 
made major progress towards 
achieving its strategic objectives. 
Like the rest of the industry in 
the refining and marketing 
business, however, it suffered 
from severely depressed 
product prices and margins, the 
result of intense price 
competition in the wholesale 
and retail sectors. 


A major corporate achievement 
was the acquisition and 
integration of the refining and 
marketing assets of BP Canada 
Inc. With this purchase, the 


Mike Findlay is one of several 
employees at Petro-Canada’s 
Trafalgar refinery in Oakville who 
are responsible for proper fire drill 
procedures. 


Corporation was able to fill a 
major marketing gap in the 
key provinces of Ontario and 
Quebec. The acquisition 
established Petro-Canada 

as a significant presence in 
the downstream, and the 
Corporation moved decisively 
to integrate its expanded assets 
into an efficient operation. 
This process included a 
comprehensive reorganization, 
the commencement of the 
reidentification of retail sales 
outlets to the familiar 
Petro-Canada logo, and a 
major rationalization plan. 


The rationalization plan 
included the closure of 
inefficient stations, selective 
capital investments to increase 
efficiency at existing marketing 
and refining facilities, and 


Joann Benford and Maria Troiano, 
standing, discuss credit card 
accounting practices with Laurie 
Leger and Diane Murdoch. 


better asset utilization through 
product exchanges and 
processing arrangements. 


By the end of 1983, 
Petro-Canada had streamlined 
its national marketing and 
refining network to include 

2 800 retail sales outlets, three 
refineries (at Taylor, B.C., with 
utilization approaching 70 per 
cent; at Montreal, with 
utilization at 90 per cent; and 
at Trafalgar, Ontario, with close 
to 100 per cent utilization), 

and a 49 per cent interest in a 
fourth refinery at Port Moody 
on the West Coast. During the 


HHectare = 2.47 acres/1 kilometre = 0.62 miles/1 cubic metre = 6.28 barrels / 1 cubic metre = 35.31 cubic feet /1 cubic metre = 219.97 gallons 
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summer, the Corporation 

opened retail sales outlets 
in Newfoundland, thereby 
completing its nationwide 
marketing network. 


Petro-Canada’s major thrust 
towards efficiency showed 
positive results. In the area of 
customer satisfaction, the 
Corporation's sales volumes 
outperformed that of the 
industry throughout 1983. 
Market share grew, reflecting 
continued strong public 
support for Petro-Canada 
products and services. 


Petro-Canada is the only 
nationally integrated Canadian 
petroleum company, and is 

the fourth largest overall. 
Nationally, Petro-Canada has 
captured roughly 14 per cent of 
the key gasoline and distillates 
market. 


During 1983, the Corporation’s 
marketing efforts across the 
country actively promoted 
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Petro-Canada’s national 


presence in the industry. The 
familiar “Pump your money 
back into Canada” advertising 
campaign was begun early in 
the year and achieved 
considerable success. Petro- 
Canada was also involved in 
local community activities 
through sponsorships and 
direct participation in events 
such as the Calgary Exhibition 
and Stampede. 


The Corporation’s emphasis on 
refining efficiency improvements 
was particularly reflected in its 
activities in the Eastern Region, 
which represents Quebec and 
the Atlantic provinces. 
Petro-Canada commenced the 
successful operation of the 
Visbreaker at its Montreal 


refinery. This unit, with a 
capacity of 2 225 cubic metres a 
day, is designed to increase 
the production of gasolines and 
middle distillates through the 
partial conversion of less 
valuable heavy fuel oil. The 
construction of the Visbreaker 
has increased crude flexibility 
and significantly improved the 
upgrading capability at the 
refinery. 


Petro-Canada also commenced 
a major initiative in the 
Eastern Region in 1983, with 
the construction of the 
CANMET upgrading technology 
demonstration project at the 
Montreal refinery. This project, 
planned to come onstream by | 
1986, is aimed at improving the 
refinery’s efficiency and also at 
demonstrating the CANMET 
technology and its potential 
industrial benefits. 


The CANMET technology, 
developed by the federal 
department of Energy, Mines 
and Resources, is an | 
application of the hydrocracking 
process to increase the 
production of gasoline and 
distillates from heavy fuel oil. | 
Petro-Canada acquired the 
rights to build a CANMET 
prototype at its refinery and to 
commercialize the process on | 
an international scale. If 
successful, this technology 
demonstration project could 
significantly increase Canada’s 
capability to upgrade heavy oil 
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The Corporation’s financial 
results for 1983 show 
considerable improvement over 
1982 despite such unfavorable 
factors as reduced natural gas 
sales and the price wars which 
plagued the refined oil 
products business in Eastern 
Canada. Increased revenues 
from sales of conventional 
crude oil and field liquids, 
together with a record-setting 
year for production from 
Syncrude more than offset the 
negative factors and were 
augmented by savings from 
steps taken during the year to 
reduce both administrative 
and operating expenses. 


Arrangements for the purchase 
of the refining and marketing 
assets of BP Canada Inc. were 
concluded in February, 1983. In 
comparing the 1983 results 
with those of the previous year, 
it should be noted that the 
1983 results include the former 
BP operations from March 1, 
1983, the effective date of the 
acquisition. 
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Funds from Operations 
and Earnings 


As stated in the Chairman’s 
message, funds from operations 
of $676 million were the 
highest in the Corporation’s 
eight year history. This figure 
represents an increase of $176 
million, or 35 per cent over 
1982. Funds from operations 
are high in relation to earnings 
before dividends of $117 million 
because, in arriving at the 
latter, deductions are made for 
depreciation, depletion and 
amortization, and deferred 
income taxes which reduce 
earnings but which do not 
require cash expenditures. The 
Corporation’s aggressive 
exploration and development 
program involves high 
expenditures which generate 
deductions in arriving at 
taxable income. As a result, of 


the total income tax provision 
for 1983, only $21 million was 
currently payable, while $228 
million was deferred and 
therefore did not reduce funds 
available for reinvestment. 
Because of this, Petro-Canada 
believes that funds from 
operations is a more meaningful 
measure of performance for 
the Corporation than the more 
commonly applied yardstick of 
earnings. After deducting 
preferred share dividends, 
funds from operations available 
for reinvestment and debt 
retirement were $590 million 
compared to $380 million in 
1982, an increase of 55 per cent. 


Earnings before income taxes, 
minority interest, extraordinary 
items and preferred share 
dividends were $376 million, 
up by $62 million, or 20 per 
cent from 1982. The provision 
for income taxes totalled 

$249 million compared to | 
$188 million in 1982. The 
Corporation made royalty and | 
other payments to provincial | 
governments of $303 million, 
and incurred Petroleum and 
Natural Gas Revenue Tax of 
$108 million, neither of which | 
are deductible in calculating | 
income taxes. This, together 
with the non-deductibility for — 
tax purposes of the amount | 
by which the purchase price 
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Funds available for 
reinvestment 
and debt retirement 


in millions of dollars 
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Accumulated deferred 
income taxes 


in millions of dollars 
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paid for acquired companies 
exceeded their book value, 
results in a rate of taxes on 
pre-tax earnings of 66 per 
cent. Earnings for the year 
after income taxes and 
minority interest, but before 
extraordinary items and 
dividends were $133 million, 
compared to $131 million 

in 1982. 


In view of the uncertainty 
associated with the 
commissioning of Petro-Canada’s 
refinery at Come by Chance, 
Newfoundland, the Corporation 
has written off its investment in 
this facility as an extraordinary 
charge to earnings. In addition, 
the Corporation’s $5 million 
equity share of Westcoast 
Transmission’s write-down 
covering certain costs relating 
to Phase II of the Alaska 
Highway Gas project is 
included in the total charge of 
$17 million. These extraordinary 
items reduced earnings for the 
year before dividends to $117 
million. 


As indicated previously, 
compared to funds from 
operations, the Corporation’s 
earnings are relatively low 
because of non-cash expenses, 
notably charges representing 
the systematic write-off of 
capital expenditures by way of 
depreciation, depletion and 
amortization, and deferred 
income taxes. 


With respect to capital 
expenditure write-offs, Petro- 
Canada amortizes the costs of 
its frontier exploration over the 
period during which exploration 
activity is expected to continue 
or until such time as an 
indicated commercial discovery 
is made. Since the exploration 
program is heavily weighted 
towards the frontier areas, the 
annual amortization charges 
become progressively higher, 
with no anticipated contribution 
to revenue, and therefore 
earnings, for a number of 
years. While there is no 
requirement under the Full 
Cost method of accounting 
followed by the Corporation to 
amortize the costs of frontier 
exploration, Petro-Canada 
believes that its practice is 
both conservative and 
appropriate. 


Deferred income tax is an 
accounting concept, the 
relevance of which to an 
industry with an established 
history of massive and 
increasing capital expenditures 
each year must be seriously 
questioned. The United States 
Financial Accounting Standards 
Board issued a discussion 


WW) 


memorandum in August, 

1983, “An analysis of issues — 
Accounting for Income Taxes” 
that asks, among others, the 
question “should deferred tax 
accounting be required at all, 
and if so, to what extent?” 
There is also considerable 
activity in the United 

Kingdom on the same subject 
and Petro-Canada suggests 
that it would be appropriate for 
the Canadian accounting 
profession to re-examine the 
treatment of deferred income 
taxes as it applies to the oil and 
gas industry. 


Effects of Changing 
Prices 


The Corporation has included 
in a later section of this report 
supplementary financial 
information on the effects of 
changing prices, in accordance 
with recommendations of the 
Canadian Institute of Chartered 
Accountants. Readers of that 
section will note that caution 
should be used in interpreting 
the results produced on a 
current cost basis, particularly 
with respect to the estimated 
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Capital expenditures 


in millions of dollars 


1250 


1979 1980 1981 1982 1983 


replacement cost of oil and gas 
reserves. While the range of 
equally valid alternatives which 
may be used by various 
companies in determining 
current cost is wide, the 
Corporation believes the 
supplementary information at 
least demonstrates that 
reporting financial results on 
the basis of historical costs fails 
to reflect economic reality. The 
differences between financial 
results prepared on a current 
cost basis and those obtained 
using historical costs are much 
greater for Petro-Canada’s 
major competitors than for the 
Corporation. This is due to the 
fact that Petro-Canada’s costs 
were incurred in recent years, 
so that the differences 
between historical and current 
costs are relatively small. 


Capital Expenditures 


Capital expenditures for 1983 
were $1 030 million of which 
$836 million was spent on oil 
and gas exploration and 
development. Exploration 
expenditures included $537 
million related to exploration 
in the Canadian frontier areas, 
mainly on the Scotian Shelf, 
Grand Banks, and offshore 
Labrador. Development drilling 
expenditures of $38 million 
were incurred mainly in the © 
Valhalla and Bellshill Lake 
areas of Alberta. Expenditures 
on production facilities totalled 
$70 million, the largest 
individual project being 
completion of the Hanlan- 
Robb gas plant which was 
placed on stream during 1983. 


The financial statements have been prepared by management in accordance with generally accepted 
accounting principles appropriate in the circumstances. Management is responsible for the other information in 
the Annual Report, which is consistent, where applicable, with that contained in the financial statements. 
Management is also responsible for installing and maintaining a system of internal control to provide 
reasonable assurance that reliable financial information is produced. The Corporation has an internal audit 


department whose functions include reviewing the system of internal control to ensure that it is adequate and 
functioning properly. 


The Board of Directors is responsible for ensuring that management fulfills its responsibilities for financial 
reporting and internal control. The Board exercises its responsibilities through the Audit Committee of the 
Board, a majority of which is composed of directors who are not employees of the Corporation. The 

committee meets with management, the internal auditors and the external auditors at least four times each year 
to satisfy itself that responsibilities are properly discharged and to review the financial statements. 


The external auditors, Peat, Marwick, Mitchell & Co., conduct an independent examination, in accordance 
with generally accepted auditing standards, and express their opinion on the financial statements. Their 
examination includes a review and evaluation of the Corporation’s system of internal control and appropriate 
tests and procedures to provide reasonable assurance that the financial statements are presented fairly. The 
external auditors have full and free access to the Audit Committee of the Board. 


To the Honourable Jean Chrétien, P.C., M.P. 
Minister 

Energy, Mines and Resources Canada 

House of Commons 
Ottawa, Canada 


We have examined the consolidated balance sheet of Petro-Canada as at December 31, 1983 and the 
consolidated statements of earnings, retained earnings and changes in financial position for the year then 
ended. Our examination was made in accordance with generally accepted auditing standards, and accordingly 
included such tests and other procedures as we considered necessary in the circumstances. 


In our opinion, these consolidated financial statements present fairly the financial position of the Corporation 
as at December 31, 1983 and the results of its operations and the changes in its financial position for the year 
then ended in accordance with generally accepted accounting principles applied on a basis consistent with that 
of the preceding year. 


We further report as required by Section 77(1) of the Financial Administration Act that, in our opinion, proper 
books of account have been kept by the Corporation and the transactions that have come under our notice have 
been within the powers of the Corporation. 


la 
Calgary, Canada 
February 24, 1984 Chartered Accountants 
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As at December 31, 1983 


(stated in thousands of dollars) 


Assets 
1982 
Current Assets 
Cash and short-term deposits $ 288964 
Accounts receivable 749 602 
Inventories (Note 3) 75D 291 
Income taxes recoverable — 
Deposits and prepaid expenses 12 437 
1 546 226 
Investments (Note 4) 295 128 
Property, Plant and Equipment, net (Note 5) 5 615 001 
Deferred Charges (Note 6) 95 760 
Approved on behalf of the Board 
Director 
: ee 
Director 
$7 552 Tie 
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Liabilities and Shareholder’s Equity 


Current Liabilities 


Accounts payable and accrued liabilities 
Income taxes payable 


Current portion of long-term debt 


Long-Term Debt (Note 7) 

Advances on Future Natural Gas Deliveries 
Minority Interest in Subsidiaries (Note 8) 
Deferred Income Taxes 

Redeemable Preferred Shares (Note 9) 


Capital (Note 10) 
Contributed Surplus (Note 11) 
Retained Earnings 


PETRO-CANADA 


1982 


$ 650 751 


28 627 


73 286 


752 664 
257 400 
124 326 
566 945 
1 044 557 
1 464 375 


3 094 872 
60 744 


186 232 


3 341 848 


$7 552 115 


Zo 


For the year ended December 31, 1983 


(stated in thousands of dollars) 


Revenue 


Operating 


Investment and other income 


Expenses 


Crude oil and product purchases 
Producing and refining 

Marketing, general and administrative 
Depreciation, depletion and amortization 
Taxes other than income taxes 

Interest on long-term debt 


Other interest 


Earnings Before Undernoted Items 
Gain on Sale of Subsidiary 


Provision for Income Taxes (Note 12) 
Deferred 


Current 


Minority Interest 


Earnings Before Extraordinary Items and 
Dividends on Redeemable Preferred Shares 
Extraordinary Items (Note 13) 


Earnings for Year Before Dividends on 
Redeemable Preferred Shares (Note 9) 
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PETROCANADA 


1982 


$2 738 774 
49 362 


2 788 136 


1 359 856 
356 217 
261 343 
249 996 
196 772 

50 232 
6 597 


2 481 013 


307 123 
7 082 


314 205 


135 073 
53 225 


188 298 


125 907 


4 735 


130 642 


$ 130 642 


ean 


PETRO-CANADA 


For the year ended December 31, 1983 


(stated in thousands of dollars) 


1982 
Sources of Working Capital 
Provided from operations $ S00 27% 
Proceeds from issue of shares 1 767 448 — 
Proceeds from issue of long-term debt 1 338 491 
Petroleum incentives program grants 299 892 
Proceeds from sale of property, plant and equipment — 
Advances on future natural gas deliveries 63 430 
Decrease in investments, net — 
Proceeds from sale of subsidiary 29 148 
Working capital acquired on acquisition of subsidiary 16 253 
4 014 933 
Uses of Working Capital 
Acquisition of BP Refining and Marketing Canada Limited 
(Note 2) oe 
Less working capital acquired — 
Purchase of property, plant and equipment 974 096 
Reduction of long-term debt 2 345 549 
Acquisition of minority interest in subsidiaries 351 108 
Dividends on redeemable preferred shares 120 082 
Redemption of redeemable preferred shares — 
Increase in deferred charges, net 17 724 
Increase in investments, net 61 954 
Deferred financing costs 36 157 
ae 
Increase (Decrease) in Working Capital 108 263 
Working Capital at Beginning of Year 685 299 
| 
Working Capital at End of Year $ 793 562 
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PETRO-CANADA 


December 31, 1983 


(tabular amounts shown in thousands of dollars) 


1. Summary of Significant Accounting Policies 


(a) 


(b) 


(c) 


(d) 


(e) 


Basis of Consolidation 


The consolidated financial statements include the accounts of Petro-Canada, an agent of Her 
Majesty in the right of Canada, and of all subsidiary companies (“the Corporation”) except 
Canertech Inc. which is excluded for the reason described in Note 4. 


The excess of the consideration paid for the shares of subsidiaries over the underlying net book 
values at the dates of acquisition is attributed to the related assets acquired. 


Translation of Foreign Currency 


Current assets and current liabilities are translated at the rate of exchange in effect at the end of 
the year. The resulting gains and losses are included in earnings. Long-term assets, liabilities 
and redeemable preferred shares are translated at rates in effect at the dates the assets were 
acquired, the obligations were incurred or the capital stock was issued. Revenue and expense 
items are translated at the average rates in effect during the year with the exception of 
depreciation, depletion and amortization which reflect rates in effect when the assets were 
acquired. 


Inventories 
Inventories are valued at the lower of cost and net realizable value. 
Investments 


The Corporation accounts for investments in companies over which it has significant influence 
on the equity method. Other long-term investments are accounted for on the cost method. 


Property, Plant and Equipment 


The Corporation accounts for its investment in oil and gas properties on the full cost method 
whereby all costs relating to the exploration for and development of oil and gas reserves are 
capitalized. Such costs include those related to lease acquisitions, geological and geophysical 
activities, lease rentals on non-producing properties, drilling both productive and 
non-productive wells and overhead related to exploration. 


Separate cost centres have been established for non-frontier Canada, each foreign area in which 
the Corporation has an interest and each of five Canadian frontier areas. 


Effective July 1, 1983 the Corporation changed the method adopted in 1981 of depleting costs 
incurred in the non-frontier Canada cost centre based on revenue and reverted to the unit of 
production method based on volumes used prior to 1981. This change, the effect of which was 
not material, was made in recognition of amendments, primarily with respect to pricing, to the 
energy pricing and taxation agreements between the Government of Canada and the producing 
provinces. Costs incurred in producing foreign cost centres are depleted separately on the unit 
of production method based on estimated proven oil and gas reserves. For purposes of 
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(g) 


calculating depletion, natural gas production and reserves are converted to equivalent units of 
crude oil based on the relative energy content of each commodity. Annual costs incurred in the 
Canadian frontier cost centres are amortized on a straight line basis over the period during 
which exploration activity in each cost centre is expected to continue. When exploration proves 
to be successful, as when an indicated commercial discovery is made, amortization is 
suspended and the unamortized balance of the cost centre is depleted on the unit of production 
method when production commences. When exploration proves to be unsuccessful and the 
cost centre is condemned or abandoned, the unamortized balance of that cost centre is charged 
to earnings at that time. 


Costs of property, plant and equipment associated with the Syncrude Project and related leases 
are accumulated in a separate cost centre and are depreciated on the unit of production 
method. Expenditures on other bituminous sands leases are also accumulated in separate cost 
centres, amortized over the terms of the leases, or are charged to earnings in accordance with 
the policy described for the Canadian frontier cost centres in the preceding paragraph. 


Depreciation of plant and equipment, except as noted above, is provided on either the unit of 
production method or the straight line method as appropriate. Annual straight line 
depreciation rates range from 2.5% to 25.0%. 


The interest cost of debt attributable to the construction of major new facilities is capitalized 
during the construction period. 


Substantially all of the Corporation’s exploration and production activities related to oil and gas 
are conducted jointly with others. Only the Corporation’s proportionate interest in such 
activities is reflected in the financial statements. 


Deferred Charges 


Costs relating to the removal of overburden from tar sands which will be mined in future years 
are deferred and will be charged to earnings when the related tar sands are mined. 


The Corporation defers costs incurred on feasibility studies involving economic evaluation and 
preliminary engineering relating to certain transportation, production and other projects. Upon 
completion of studies leading to the commencement of a project or enhancement of an existing 
project the applicable expenditures are transferred to property, plant and equipment and are 
charged to earnings based on the estimated useful life of the project, otherwise, all associated 
costs are charged to earnings at that time. 


Certain costs relating to the Corporation’s marketing program are deferred and amortized on a 
straight line basis over the periods during which benefits are expected to be realized. 


Debt issue expense is amortized on a straight line basis over the life of the debt. The 
amortization is included with interest on long-term debt in the consolidated statement of 
earnings. 


Federal Petroleum Compensation Program 


Under the oil compensation program the Federal Government compensates eligible importers for 
a portion of certain costs with respect to petroleum consumed in Canada, provided they 
maintain prices for certain products at levels not to exceed those suggested by the Government. 
Compensation received under the program is reflected as a reduction of crude oil and product 
purchases. The Federal Government also compensates producers of synthetic crude oil. 
Compensation received by the Corporation for its share of production from the Syncrude 

Project is included in operating revenue. 


(h) Income Taxes 


The Corporation makes full provision for income taxes deferred as the result of claiming 
depreciation, exploration, development and other costs for income tax purposes which differ 
from the related amounts charged to expense in the financial statements. The Corporation 
accounts for investment tax credits on the flow-through method. 


(i) Pension Plans 


Costs of pension benefits for current services of employees are funded and charged to earnings 
as they accrue. Costs arising from amendments to pension plans which relate to services of 
employees in prior years and experience deficiencies are funded in accordance with applicable 
pension legislation and charged to earnings over periods not exceeding fifteen years. 


2. Acquisitions 
(a) BP Refining and Marketing Canada Limited 


Effective March 1, 1983, the Corporation acquired 100% of the outstanding voting shares and 
9.4% of the outstanding non-voting shares of BP Refining and Marketing Canada Limited, 
subsequently renamed Petro-Canada Products Inc. (“Products”). The shares were acquired 
pursuant to a tender offer dated February 28, 1983 for an aggregate cash consideration 
(including expenses) of $115 781 000. Under the offer the Corporation has agreed to acquire all 
of the outstanding non-voting shares of Products, not previously acquired by the Corporation, 
in 1984 and 1985 at purchase prices which reflect an escalation of the initial price offered in 
recognition of an interest factor. Accordingly, the minority interest is stated at the estimated 
cost of acquiring all of the outstanding non-voting shares of Products not already held by the 
Corporation. 


Details of the acquisition, which has been accounted for by the purchase method, are as follows: 


Book value Glacquired acces. tt ttt tw $508 123 
Book value Of assumed liabilities = = === (378 732) 
129 391 

Excess of attributed value over book value of acquired 

net assets: 

Reining eandimarkcting = ttc ttt $282 301 

logitech... i...  . 4 325 286 626 
et assets acquired at attributed value... i (wsiti(‘(‘(‘é(((NNCO(O#C#CC#C 416 017 
Minority infcrest ai March | 1983 tll (300 236) 
Consideration to December 31,1983... $115 781 


The net assets acquired, at attributed values, consist of: 


Refining and marketing property, plant and equipment .......... $447 610 
ON rrrr—“a—aiCsitisi—“‘CROCOiw*OCOCiCzdsCidstzSks=i‘<s;:C; 12 210 
eee rr rr—“isis—sSOSOCOCONC 218 
Oe  r—“‘“iéCOsCOCSOSOCsCiC‘CiéisCié (45 212) 
Dererred come iaccs (15 361) 
Working capital 
CU eee $330 386 
Comenplabiites = = (313 834) 16 552 
Pounded total Cost Of acquisition 6. $416 017 
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(b) 


Subsequent to December 31, 1983 the Corporation acquired an additional 0.4% of the 
outstanding non-voting shares of Products for a cash consideration $1 165 000, increasing its 
interest to 9.8% of the non-voting shares. 


Petro-Canada Enterprises Inc. 


Pursuant to a tender offer made by the Corporation in 1981 to purchase all of the outstanding 
shares of Petro-Canada Enterprises Inc., formerly Petrofina Canada Inc., the Corporation, 
during the year, acquired the balance of the outstanding shares for a consideration of 

$424 668 000. The aggregate cost of acquiring the shares of Enterprises, including related 
expenses, was $1 600 476 000. 


Funds for the 1983 share purchases were provided from a revolving term loan and from cash 
held for investment at December 31, 1982. The revolving term loan has been repaid by funds 
received by the Corporation from the Canadian Ownership Account, in acknowledgement of 
which common shares have been issued to the Government of Canada (Notes 10 and 11), and 


by funds provided from operations. 
(c) Panarctic Oils Ltd. 


During 1983 the Corporation acquired additional common shares in Panarctic Oils Ltd. 

(“Panarctic”) in consideration for exploration expenditures incurred, which increased its 

interest by 0.6% to 54.4% of the outstanding common shares at December 31, 1983. 
Inventories 


Inventories consist of: 


1982 
Crude oil, refined products and merchandise $641 527 
Materials and supplies. 113 764 
$755 291 
Investments 
The Corporation’s investments consist of: 
1982 
At equity 
Westcoast Transmission Company Limited........................... $175 248 
Petro-Canada Centre (Note 17)... a 20 279 
Sedpex Ine... 655 7 Lao 
Other... 3 549 
At cost 
Mortgages and other investments.........-...-.++--..--+-5.-.++-.7- 17 776 
Canertech lnc. 2 6 oe — 
Cash held for investment 8 Ge 70 555 
$295 128 


Westcoast Transmission Company Limited 


At December 31, 1983 the Corporation held 31.3% of the total outstanding common shares of 
Westcoast Transmission Company Limited (“Westcoast”). 


The value assigned to the investment in Westcoast, when it was acquired by the Corporation, and 
the cost of subsequent share purchases exceeded the underlying net book value at the dates of 
acquisition. This excess is being amortized over the estimated useful lives of the underlying assets 
to which it is attributed by charges against the Corporation’s share of Westcoast’s net earnings. 


Westcoast is a regulated utility and is subject to regulatory directives which may change the 
components of the cost of service. Changes resulting from such directives do not have a direct effect 
on net earnings due to rate of return on rate base considerations which are also taken into account 
in the regulatory process. 


At December 31, 1983, the quoted market value of the Corporation’s investment in Westcoast was 
$190 924 000 (1982 — $178 195 000). 


Canertech Inc. 


Canertech Inc. (“Canertech”) was incorporated by the Corporation as a wholly-owned subsidiary 
company to develop alternate energy sources in Canada. The Government of Canada has indicated 
its intention to establish Canertech as an independent crown corporation and to purchase the 
Corporation’s investment at cost. The accounts of Canertech, therefore, have not been included in 
the consolidated financial statements because of the temporary nature of control by the Corporation. 
The Corporation’s investment in the common shares of Canertech is carried in the accounts at a cost 
of $1. 


Sedpex Inc. 

At December 31, 1983 the Corporation held 50% of the total outstanding common shares of Sedpex 
Inc., a company which constructed and now operates a semi-submersible drilling vessel. This vessel 
is under lease to the Corporation (Note 17). 


5. Property, Plant and Equipment 


Property, plant and equipment consists of: 


1982 
Net 
Oil and gas 
Canada 
=— non-frontier areas ........... $2 958 247 
= frontier areaS..... 691 337 
Poteign = 69 165 
Refining and marketing........... 916 057 
Bituminous sands 
Syncrude Project and 
telated leases... 477 370 
Other bituminous sands leases 
and expenditures thereon ..... 144 816 
oatdral Gas liquids. 2... 143 281 
Other property and equipment .... 214 728 
$5 615 001 
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Deferred Charges 


Deferred charges consist of: 


1982 
At cost 
Tar sands overburden removal cosis 5... 2... $32 901 
Less portion related to tar sands to be 
mined within one year... ......... 4.5. 4 304 
28 597 
Polar Gas Project... 5 16 868 
Arctic Liquefied Natural Gas Project......................,.5....... 22 205 
Other... ti (ist ts 1 806 © 
At amortized cost 
Marketing program 62... 26 006 
Debt issue expense... ..2. 4. 270 
$95 760 
Long-Term Debt 
Long-term debt consists of: 
Maturity 1982 
In Canadian dollars 
Unsecured loans, bearing interest at prime rate 
fo. 2% above prime rete... 1985 - 1990 $ 73722 
Promissory notes, bearing interest at prime rate........ 1985 18 192 
8.25% unsecured notes ...........0. 4... 3... 1993 — 
5./5% unsecured notes ..... 6 1986 _ 
Other loans and long-term obligations ................ 1984 - 1997 6 207 
Revolving term joan... 1983 12 255 
Bank Income Debentures 032... 2 1983 40 000 
In United States dollars 
9% unsecured notes ($48 750 000 U.S.) ................ 1996 62 362 
8.45% unsecured notes ($20 000 000 U.S.) ............. 1987 29 841 
7.75% unsecured notes ($16 000 000 U.S.) ............. 1993 — 
5.25% unsecured notes ($10 400 000 U.S.) ............. 1985 17 347 
5.75% - 6.25% mortgages 
($1923 000 U.S)... (02. fe 1988 3 046 
Revolving termloan. >>... 1983 67 714 
330 686 
Less current portion... 66 73 286 
$257 400 


Repayment of long-term debt 
The minimum repayment of long-term debt in each of the next five years is as follows: 


1984 — $30 252 000 1985 — $45 331 000 1986 — $18 479 000 
1987 — $14 812 000 1988 — $ 7 016 000 


8. Minority Interest in Subsidiaries 


Minority interest in subsidiaries consists of: 


1982 
Panarctic 
Common shares... ec r——ii‘OCSCSS $135 338 
Bqautyiveamings ........ ssi i stti“(‘(‘(‘(‘(‘(‘(‘(‘(‘(‘(‘(‘(‘ és (4 735) 
130 603 
Petro-Canada Products Inc. 
Non voting commonshares = . ss rc itis — 
Petro-Canada Enterprises Inc. 
COMMON shares lc ct tc mmrttsts—i—“ i‘CONONNONONON(CONCON(C(C 436 342 
$566 945 


9. Redeemable Preferred Shares 


The redeemable preferred shares, which were issued by a subsidiary, are floating rate, cumulative, 
redeemable and non-voting. Initially 12 500 000 shares were issued at $100 U.S. per share, to a group 
of Canadian chartered banks. The shares are redeemable, at the option of the subsidiary, at $100 
U.S. per share, plus accrued dividends. In 1983 the subsidiary exercised its option to redeem 600 000 
shares for a consideration of $60 000 000 U.S. and at December 31, 1983 11 900 000 shares were 
outstanding. 


Under the terms of an agreement between the banks and the Corporation, in the event that the 
subsidiary does not exercise its option to redeem the shares over a ten year period beginning 
December 31, 1983, or in the event of certain other occurrences under the provisions of the 
agreement, the banks have the option to require the Corporation to purchase the shares at $100 U.S. 
per share, plus accrued dividends. These options increase from $70 000 000 U.S. to $170 000 000 
U.S. over the remaining period. 


Cumulative dividends, payable quarterly, are, at the option of the subsidiary, based on a percentage 
of either the United States Base Rates, or the London Inter-Bank Offered Rates of the banks. At 
December 31, 1983, the dividend rate was approximately 6% per annum. 
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10. Capital 


if, 
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Authorized 

In the aggregate the authorized capital is: 

(a) 71188 common shares with a par value of $100 000 each, consisting of; 
(i) | 55 000 common shares, 


(ii) 15 188 common shares issued in connection with funds received by the Corporation from 
the Canadian Ownership Account established under Vote 5c of the Appropriation Act No. 
4, 1980-81, and 


(iii) 1.000 common shares issued in connection with the acquisition by the Corporation of the 
capital stock of Panarctic, previously held by the Government of Canada. 


(b) Preferred shares issued to the Government of Canada provided that the amount of such shares 
together with any loans received, and outstanding, from the Consolidated Revenue Fund of the 
Government of Canada is not in excess of $1 billion. 


Issued (to the Government of Canada) 


1982 
Number of 
Shares Consideration 

Common Shares 
Balance at beginning of year .......... 6 000 $ 600 000 
Forcash .....5....... 2... 2 770 277 000 
For funds received from the Canadian 

Ownership Account (Note 11)....... 12 451 1 245 100 
Balance at end of year... 21 221 2 122 100 
Preferred Shares 
Balance at beginning of year .......... 864 771 853 864 772 
Forcash =... 108 000 000 108 000 
Balance at end of year... =. 9/2 771 899 O72 fie 
Total Capital at End Of Year ....... $3 094 872 


The preferred shares have a par value of $1 each, are redeemable at par at the option of the 
Corporation, carry no stated rate of dividend and are non-cumulative. 


Contributed Surplus 


Non-interest bearing convertible notes, issued to the Government of Canada in 1983 and 1982 in 
acknowledgement of funds received from the Canadian Ownership Account, have been converted 
into common shares of the Corporation. These shares were issued at a premium of $706 000 in 1983 
and $137 348 000 in 1982 specifically to create a contributed surplus equal to the financing costs 
incurred on that portion of a revolving term loan which was repaid by funds received from the 
Canadian Ownership Account (Note 10). Such financing costs, net of deferred income taxes, have 
been charged against this contributed surplus. 


tis 
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13. 


Income Taxes 


The provision for income taxes of $248 966 000 (1982 — $188 298 000) represents an effective rate of 
66.2% (1982 — 59.9%) on earnings before income taxes of $376 206 000 (1982 — $314 205 000). The 
computation of the provision, which requires adjustment to earnings before income taxes for 
non-taxable and non-allowable items, is as follows: 


1982 
Earamegs Defore income tas... $314 205 
Add (deduct) 
Royalties and other payments to 
PiOvocddlcovermiien,  §§§ =... 289 240 
Federal allowances 
Resource allowance =. tcc (191 125) 
ee rr—“‘“(i‘“‘<‘<‘<‘<i<i<i‘<‘<(‘(‘i<‘<(‘i‘<‘i‘<(<(‘i‘i‘<(‘(‘(i‘i‘i‘i‘i‘i‘i‘ és (86 373) 
iyenory allowance § (18 459) 
Prentiictescarch allowance. ttt itwttttti (2 006) 
ee rr—~s—i—‘ =‘“(R‘COONSNSCCONCC¥CNCiUC 97 546 
Non-deductible amortization of excess 
of attributed value over book value 
of assets acquired on purchase of 
Se oe  rr———“—i—C—O—O—i—OCCOisC~s=SrstSsis=CiC“CW 84 099 
Oe rrr——<“=irs—Ss*s—Ssrs—Ss—=—~S—srs—s—CiCUWV (18 076) 
Non-deductible depreciation, depletion 
encamouivzation | 5 856 
Oe rr—“—OOOOONOOCOCSs=C<C t;rstri rr CC 328 
iiferest on Bank Income Debentures... tt ll 7 O92 
fiementalciitevenuc  =«.-sis“ wt (29 174) 
ingementaloilvevenuciax = .-=-s=s_ i whl cl 10 810 
on rr—<CSrsri(‘(Ctsts:C<CS;ti‘CCONCOCNONOiCitisCtiskztzi i‘COiCOOitOCONrizs.:stézsS«C;«zsS.=iCi‘aCCi (2 263) 
Earnings as adjusted before income faxes. ttt $462 000 
Combined Canadian Federal and Provincial income tax 
at 48.6% (1982 — 49.5%) applied to earnings 
230 _rw—C—~———CO—COCiCwCS:*:;«sSsi‘(CiOOONCNCCOiCiC:sisiai $228 690 
Deduct tax rebates and credits 
Pedera| Invesitieni faxcredii tlc rt (24 412) 
Provincial income laxicbale plans. (ttt tt (15 980) 
ene eas ee r—<“i«s”*sOsiwrSsi<Ssrr —_ 
Provision for mcometaxcs..... st i tt tt $188 298 


Extraordinary Items 


The extraordinary items represent the write-off of the Corporation’s $21 655 000 investment (less 
related income taxes of $10 350 000) in the refinery located at Come by Chance, Newfoundland in 
view of the uncertainty associated with commissioning this facility, and the Corporation’s $5 210 000 
equity share of an extraordinary provision made by Westcoast Transmission Company Limited (net 
of related income taxes of $2 161 000) for a portion of the costs relating to the Alaska Highway 
Natural Gas Pipeline Project. 
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14. Pension Plans 


15. 
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Based on the most recent actuarial valuations of the Corporation’s pension plans the unfunded past 
service pension obligations at December 31, 1983 are approximately $18 000 000. All accrued, 
including vested, benefits at December 31, 1983 are fully funded. Effective January 1, 1984 the 
Corporation integrated Petro-Canada Products Inc.'s (formerly BP Refining and Marketing Canada 
Limited) pension plan with its own plan. Amendments required for the integration together with 
other plan modifications are estimated to increase the unfunded past service obligation by 

$42 000 000. 


Segmented Information 
The Corporation operates principally in the following business segments: 


Business Segment Operations 


Natural resources Exploration, development and production activities for crude oil, 
natural gas, field liquids, sulphur, oil sands, coal and minerals; 
extraction of liquids from natural gas; transportation, distribution 
and marketing of the natural gas liquids. 


Refined oil products Purchase and sale of crude oil; refining crude oil into oil 
products; distribution and marketing of these and other 
purchased refined oil products. 


The financial results of operations by business segment are as follows: 


Sales to customers... 
Inter-segment transfers ........-.---..-5..-. 


Total Operating Revenue ................... 


Product costs and operating expenses ........ 
Depreciation, depletion and amortization ..... 
Taxes other than income taxes............... 


Total Operating Expenses................-.. 
Operating Profit.....................5.5 


Investment and other income...............- 
Marketing, general and administrative 
expenses 5 1 
Other depreciation and amortization ......... 
Interest on long-term debt .................. 
Other interest............2.... 5 
Provision for income taxes ..........--.....-. 
Minority interest... 6.0... 


Earnings Before Extraordinary Items and 
Dividends on Redeemable Preferred 
Shares -° 


1982 


Refined 
Natural Oil 
Resources Products Eliminations Total 
Bues<O customers... St 123.559 $1 615 215 $ — $2 738 774 
intersegment transfers... 84 395 — (84 395) = 
Total Operating Revenue ................... 1207 934 si G15 215 (84 395) 2 738 774 
Product costs and operating expenses ........ 412672 ~=«| «2387 796 (84 395) 1 716 073 
Depreciation, depletion and amortization ..... 188 149 51 912 — 240 061 
Taxes other than income taxes... sss 109 069 87 703 — 196 772 
Total Operating Expenses................... 72890: = 827 41) (84 395) 2 152 906 
Operating Profit. .§...s«dsdéséwsié“é#‘ywiyRCCOOOOC $ 498064 $ 87 804 585 868 
Investment and otherincome..... ss ssisisis 49 362 
Marketing, general and administrative 
xpenses ..........—s——dsC Ci‘ (261 343) 
Other depreciation and amortization ......... (9 935) 
Inferesionlonglermdebit..... ss (50 232) 
©Oimerinterest.... (6 597) 
Gain On sale of subsidiary... 7 082 
Provision forinicome taxes = (188 298) 
Minontyinieres: .-—s«<s“‘Céiéis#(‘(##RSRCNCO‘‘(RCC 4 735 
(455 226) 
Earnings Before Extraordinary Items and 
Dividends on Redeemable Preferred 
wo | r—“rCOOCOCOCsCsCOi—CiCri—CisC $ 130 642 
Inter-segment transfers are accounted for at market value. 
The identifiable assets at December 31, and the capital expenditures for the year, by business 
segment, are as follows: 
Identifiable Assets Capital Expenditures 
1982 1982 
NWatmralresources =. $5 076 734 $ 660 969 
Reed Oi products... 1 651 712 192 142 
SS ,rrrr—“‘—OO—OOCiCiCSCidCisSCisC)SC“ CC 823 669 200 663 
O/ 552 115 $1 053 774 


Other identifiable assets include cash and short-term deposits, investments in other companies, 
general corporate assets and miscellaneous corporate ventures. 


37 


16. 
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Comparative Figures 


Certain reclassifications have been made to the 1982 comparative figures to conform with the current 
year’s presentation. The most significant reclassifications are with respect to $590 481 000 foreign 
crude oil purchases which have been netted against operating revenue and the combining of natural 
gas liquids with natural resources in the segmented information. 


Commitments 


In addition to commitments incurred in the ordinary course of business the Corporation is 
participating in the construction of Petro-Canada Centre, an office complex in Calgary. This project 
is being financed by the participants and by mortgage borrowings. At December 31, 1983, the 
Corporation was committed to expend $18 000 000 to complete this project. 


The Corporation has entered into a long-term lease for the use of the above mentioned office 
complex and has also leased certain offshore drilling vessels and ancillary equipment for periods of 
one to five years. The offshore vessels are used by the Corporation during the Canadian drilling 
season and the rentals are shared with joint venture participants. The vessels are available for 
sublease when not required by the Corporation. 


The gross lease rentals for the offshore vessels together with minimum annual rentals under the 
above and other non-cancellable operating leases are estimated at $294 000 000 in 1984, $199 000 000 
in 1985, $142 000 000 in 1986, $114 000 000 in 1987, $41 000 000 in 1988 and $14 000 000 per year 
thereafter until 2008. 


Supplementary Financial Information 
Reporting the Effects of Changing Prices (Unaudited) 


December 31, 1983 


Basis of Presentation 


Petro-Canada’s financial statements report financial information on the basis of historical cost in 
accordance with generally accepted accounting principles. During recent years the economy has 
experienced significant increases in the rate of inflation and many of the effects of such increases are not 
reflected in the traditional financial statements. The additional costs required to replace current inventories 
and property, plant and equipment, and the effects of holding net monetary liabilities or assets are not 
reflected in the historical cost financial statements. The Canadian Institute of Chartered Accountants 
(CICA) has issued recommendations relating to the preparation of information reporting the effects of 
changing prices. These recommendations are considered experimental by the CICA. The intent is to 
determine if this information is helpful to the users of financial information in their assessment of an 
enterprise. The following information has been prepared based upon the CICA recommendations, except 
for the computation of the provision for income taxes which is addressed below. 


While Petro-Canada has prepared this information using what are considered to be reasonable 
assumptions it should be noted that the recommendations call for a degree of subjective judgment and 
materially different results could be obtained if other equally valid assumptions were used. Additionally, 
the recommendations recognize that the cost of exploration and development required to replace oil and 
gas reserves is subject to a high degree of uncertainty. Despite this the recommendations call for the 
estimating of the current cost of oil and gas reserves and suggest the use of indices. Petro-Canada has 
followed this approach but cautions that these current cost estimates may be misleading and do not 
necessarily represent amounts for which the reserves could be bought or costs which would be incurred in 
future periods if the reserves were replaced. 


Current cost information is being disclosed for the first time during 1983 and comparative information 
has not been presented. 


Explanation of Information 


The schedule of Balance Sheet Items on a Current Cost Basis reports the current cost of inventory and 
property, plant and equipment and the effect of the current cost adjustments on net assets. The current 
cost of property, plant and equipment has been calculated through the use of indices. Net assets 
represents the historical common shareholder's equity adjusted for the current cost adjustments. 


The Consolidated Statement of Earnings on a Current Cost Basis presents a comparison of the 
Corporation’s statement of earnings as presented in the historical cost financial statements with similar 
data prepared on a current cost basis. Equity earnings have been adjusted to reflect Petro-Canada’s share 
of affiliates’ current cost adjustments. Crude oil and product purchases expense has been adjusted to 
reflect the current cost of these purchases at the time of use. Depreciation expense has been adjusted so 
that it reflects the estimated current cost of replacing the operating capacity of property, plant and 
equipment. The CICA recommends that the amount of income tax in the computation of earnings on the 
current cost basis should be the same as the amount charged against earnings in the historical cost 
financial statements. However, the Corporation believes that it is more appropriate to adjust the 
provision for deferred income taxes in recognition of the higher cost of sales and depreciation, depletion 
and amortization expense. Since this unaudited supplementary information is experimental, these 
adjustments have been reflected in the computation of deferred income taxes in the Consolidated 

_ Statement of Earnings on a Current Cost Basis. Had the Corporation followed the CICA 


ey 


recommendations with regard to income tax expense in the computation of current cost earnings, the 
provision for deferred income taxes would have been $227 788 000. It should be noted that there is no 
deduction under current tax law for these current cost adjustments. Minority Interest has been adjusted to 
reflect its share of the current cost depreciation, depletion and amortization expense adjustment. The 
extraordinary items have been adjusted to reflect the current cost of the assets written off. 


The schedule of Other Supplementary Current Cost Information presents the remaining financial 
information required by the recommendations. The financing adjustment represents the portion of 
current cost adjustments that relate to the net monetary liabilities of Petro-Canada. The CICA has defined 
this as “the amount of changes during a reporting period in the current cost of assets held by an 
enterprise that, on the basis of the existing relationship between debt and equity, do not need to be 
charged against present and future revenues to provide for maintenance of the common shareholders’ 
proportionate interest in the operating capability of the enterprise”. The second portion of the schedule 
isolates the inflation component from the total increase in current cost of property, plant and equipment. 
The final information presented is the gain in general purchasing power that results from having net 
monetary liabilities. This arises because inflation erodes the purchasing power of money and therefore 
where there are net monetary liabilities a “gain” is recognized due to the net monetary liabilities requiring 
the use of less “purchasing power” over time during inflationary periods. 


The CICA recommendations also require the disclosure of oil and gas reserve data, net of royalties. The 
schedule of Supplementary Reserve Information provides this information. 


Balance Sheet Items on a Current Cost Basis 
December 31, 1983 


(stated in thousands of dollars) 


As reported in 


the historical Current 

Sede eB) cost ese 
$ 711 006 Inventory $ 711 006 
$6 247 689 Property, plant and equipment, net $8 394 215 
$4 010 560 Net assets (shareholder’s equity) $6 157 086 
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Consolidated Statement of Earnings on a Current Cost Basis 


For the year ended December 31, 1983 
(stated in thousands of dollars) 


As reported in 
the historical 
cost statements 


Revenue 
$4 123 817 Operating 
48 526 Investment and other income 
4 172 343 
Expenses 
2 410 131 Crude oil and product purchases 
393 377 Producing and refining 
345 744 Marketing, general and administrative 
329 897 Depreciation, depletion and amortization 
285 636 Taxes other than income taxes 
29 027 Interest on long-term debt 
2.325 Other interest 
3 796 137 
376 206 Earnings Before Undernoted Items 
Provision for Income Taxes 
227 788 Deferred 
21 178 Current 
248 966 
127 240 
5 823 Minority Interest 
Earnings Before Extraordinary Items and 
133 063 Dividends on Redeemable Preferred Shares 
16 515 Extraordinary Items 
Earnings for Year Before Dividends on Redeemable 
$ 116 548 Preferred Shares 


Current 


cost basis 


$4 123 817 
47 071 


4 170 888 


2 415 668 
393 377 
345 744 
427 699 
285 636 

29 027 
2325 


3 899 476 


271 412 


190 062 
21 178 


211 240 


60 172 


«0 


66 273 


__ 178 


$ 48 431 
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Other Supplementary Current Cost Information 


For the year ended December 31, 1983 
(stated in thousands of dollars) 


1) Financing adjustment 


Based on the amount of changes during the year in the current cost amounts of 


inventory and property, plant and equipment 


Based on the current cost adjustments made to earnings during the year 


2) Increase in the current cost amount of property, plant and equipment 
Effect of general inflation 


Excess of increase in current cost over the effect of general inflation 


3) Gain in general purchasing power from having net monetary liabilities 


Supplementary Reserve Information 
December 31, 1983 


Oil 
(Thousands 
of cubic 
metres) 
Proven reserves, net after royalties at 
December 31, 1982 34 870.8 
Revisions of previous estimates (303.4) 
Extensions and discoveries 1 349.3 
Production (2 632.6) 
Proven reserves, net after royalties at 
December 31, 1983 33 284.1 


Natural Gas 
Liquids 


(Thousands 


of cubic 


metres) 


5 422.9 


(369.8) 


5059.1 


$188 739 


$ 45 099 


$444 721 
354 763 


$ 89958 


$ 75 021 


Natural 
Gas 


(Millions 


of cubic 


metres) 


112 015.8 


(835.0) 
366.4 


(2 768.6) 


108 778.6 


The above figures do not include Petro-Canada’s 17% interest in the synthetic crude oil reserves of 
Syncrude Canada Limited (“Syncrude”) (26 300.0 thousand cubic metres before royalties at December 31, 
1983). Pursuant to an agreement between the Province of Alberta as lessor of the oil sands leases and the 
Syncrude participants the Province has the right to 50% of Syncrude’s deemed net profits, as defined in 
the agreement. At the Province’s option, this right may be converted to a 7.5% gross production royalty at 
any time after March 1, 1984. Both the 50% of deemed net profits and the 7.5% gross production royalty 


are subject to change under certain circumstances. In view of these options, and the attendant 


uncertainties relating to future prices and costs, the Corporation has not presented its synthetic crude oil 


reserves net of royalties. 
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Building 


and moulding 
Petro-Canada 
into a strong 


and competitive 
company 


Board of Directors 


«Wilbert (Bill) H. Hopper 


Chairman of the Board 


and Chief Executive Officer 


Petro-Canada 
Calgary, Alberta 


* Edward M. Lakusta 
President 


and Chief Operating Officer 


Petro-Canada 
Calgary, Alberta 


Robin Abercrombie 
Consultant 


Valhalla Energy Corporation 


Vancouver, B. C. 


Alfred E. Barroll 
Consultant 

A. E. Barroll Resource 
Consultants Ltd. 
Calgary, Alberta 


Jean Bazin 

Senior Partner 

Byers Casgrain 
Barristers and Solicitors 
Montreal, Quebec 


Rudolph Bratty, Q.C. 
Senior Partner 

Gambin and Bratty 
Barristers and Solicitors 
Downsview, Ontario 


Cover: Construction 
of the CANMET 
demonstration plant 

at the Montreal refinery 
— bringing a new 
Canadian technol- 
ogy from the labora- 
tory to commercial 
reality. 


Roy Victor Deyell, Q.C. 
Senior Partner 

McLaws and Company 
Barristers and Solicitors 
Calgary, Alberta 


Anne R. Dubin 

Senior Partner 

Tory, Tory, DesLauriers 
and Binnington 
Barristers and Solicitors 
Toronto, Ontario 


William McBurney Elliott 
Senior Partner 

MacPherson, Leslie and Tyerman 
Barristers and Solicitors 
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John Lundrigan 
Investment Advisor 
Wood Gundy 

St. John’s, Newfoundland 


*H. Harrison McCain 
Chairman of the Board 
McCain Foods Limited 
Florenceville, New Brunswick 


Jocelynne Pelchat-Johnson 
Vice-President 

Astral Film Enterprises Inc. 
Montreal, Quebec 


David Read 

Businessman 

McDonald’s Restaurants Ltd. 
Dartmouth, Nova Scotia 


James Robertson 
Businessman 
Inuvik, N.W.T. 


«Paul M. Tellier 
Deputy Minister 
Energy, Mines and Resources 
Ottawa, Ontario 


Eleven new members of the Board 
were appointed on December 21, 
1984; the directors who served the 
entire year are indicated by an*. 
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& Chief Executive Officer 
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Petro-Canada Resources 
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Petro-Canada Products 
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P.O. Box 2844 

Calgary, Alberta T2P 3E3 
Telephone: (403) 296-8000 
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Richard J. Cashin 


President 

Newfoundland Fisherman, Food 
and Allied Workers Union 

St. John’s, Newfoundland 
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President 
Hospitality North Ltd. 
Whitehorse, Yukon 


tMarshall A. Cohen 
Deputy Minister 
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Ottawa, Ontario 
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Partner 
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Greenstein 

Toronto, Ontario 


Gordon H. Lennard 


President 
G. H. Lennard Corporation Ltd. 
Calgary, Alberta 


1H. Harrison McCain 


Chairman of the Board 
McCain Foods Limited 
Florenceville, New Brunswick 


*tDavid McD. Mann 


Partner 
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President and Chief Executive Officer 
The Ouimet Cordon Bleu Group 
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Ian A. Stewart 


Deputy Minister 
Finance 
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Paul M. Tellier 


Deputy Minister 
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*Audit Committee Member 
TExecutive Committee Member 


March 31, 1985 


The Honourable Patricia Carney, P.C., M.P. 
Minister 

Energy, Mines and Resources Canada 

House of Commons 

Ottawa, Canada 


Dear Minister: 


On behalf of the Board of Directors I am pleased 
to present Petro-Canada’s Annual Report for the 
fiscal year ended December 31, 1984. 


In accordance with the provisions of the Finan- 
cial Administration Act, the Report includes the 
consolidated financial statements together with the 
auditors’ report thereon . 


Yours sincerely, 


Via 


W. H. Hopper 
Chairman of the Board and 
Chief Executive Officer 
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Calgary’s tallest 
building, the Petro- 
Canada Centre. 


Corporate Profile 


Petro-Canada is the largest 
Canadian-owned company in the 
petroleum industry and the only 
Canadian-owned oil and gas 
company with a national marketing 
network. The Corporation is 
primarily engaged in oil and gas 
exploration and production, and 
the transportation, refining and 
marketing of hydrocarbons for 
Canadian needs. 


Petro-Canada, formed by an Act 
of Parliament in 1975, is wholly 
owned by the Government of 
Canada. Operations began on 
January 1, 1976. At year end 
1984, the Crown Corporation 
employed 6 700 people and had 
assets of $9.1 billion. 


On behalf of the Board of Directors, I am pleased 
to present the 1984 Annual Report. 

For Petro-Canada, 1984 was an excellent year. 
Internally generated cash reached a record high, 
exceeding $1 billion. The Corporation made its first 
major offshore oil discovery as an operator. An 
external appraisal confirmed that the Corporation 
has emerged as a major force in the Canadian oil 
and gas industry. Petro-Canada ranks second in 
terms of appraised value of assets, holds substantial 
hydrocarbon reserves including significant interests 
in the major East Coast offshore discoveries, and 
has captured 15 per cent of the nation’s retail 
gasoline market. 

In the Resources Division, it was an eventful 
year. Offshore work in Newfoundland included 
the major oil discovery at Terra Nova and participa- 
tion in further delineation of the Hibernia oil field. 
Off Nova Scotia, Petro-Canada participated in a 
new gas discovery and in continued delineation 
of the Venture gas field. In Western Canada, 
production records were achieved while costs were 
held down. Planning was completed for a new 
natural gas liquids project in northeast British 
Columbia. The Syncrude oil sands mining plant 
operated at near-record levels for much of the 
year, though a major fire curtailed output for four 
months. Finally, construction of an in situ oil 
sands plant at Wolf Lake, Alberta, proceeded on 
schedule and under budget. 

It was a much improved year in refining and 
marketing. Highlights from the Products Division 
included: an increased cash flow in spite of difficult 
market conditions, successful implementation of 
efficiency and cost reduction programs, investments 


at the Corporation’s refineries to improve yields, 
and innovative approaches to marketing refined oil 
products. 

This excellent performance is no accident. Over 
its nine-year history, Petro-Canada has moved 
quickly, adjusting its operating direction to suit 
changing business conditions. 

Petro-Canada’s initial thrust was to gain a signifi- 
cant position in the industry, and use its strength 
for frontier exploration and other investments geared 
towards Canada’s long-term energy security. That 
phase has been completed. Canadians now own and 
control an integrated oil company that is as large 
and as competent as the Canadian arms of the 
multi-national majors. In addition, Canadians now 
have a better understanding of the oil and gas 
reserves located in the frontiers, as well as the 
opportunities that will accompany their development. 

In recent years, Petro-Canada has recognized 
and reacted to a new combination of circumstances - 
exploration successes, a difficult economic envi- 
ronment and soft markets for hydrocarbons and 
refined oil products. Petro-Canada’s response was 
to streamline its organization, give extra attention to 
running a ‘‘tight ship’’, and focus expenditures on 
projects that will generate earlier financial returns. 

In the first nine years, Petro-Canada was directed 
to work towards Canada’s energy security effectively 
and efficiently, without overriding concern for 
profitability. The Corporation has now been given 
a new mandate by its shareholder - to operate in a 
commercial, private sector fashion, with emphasis 
on profitability and the need to maximize the return 
on the Government of Canada’s investment. In 
this regard, Petro-Canada is not to be perceived in 
the future as an instrument in the pursuit of the 
Government’s policy objectives. However, the Gov- 
ernment maintains the right as the shareholder to 
formally direct Petro-Canada to carry out certain 
activities in the national interest. 

This change does not mean that the Corporation 
is losing its uniqueness. In the course of maturing, 
Petro-Canada has found ways of conducting its 
operations distinctly, by putting Canada first. This 


is much more than an advertising theme. Petro-Canada 
makes special efforts to purchase materials, equip- 
ment and services from Canadians and Canadian 
suppliers. In its day-to-day operations, the Corpora- 
tion works in partnership with a whole range of 
Canadian companies. In addition, marketing, envi- 
ronmental protection and donations programs mark 
Petro-Canada as a good corporate citizen. Encourag- 
ing retail sales results indicate that many Canadians 
support the distinctive way we do things. 

Another reason Petro-Canada has not lost its 
uniqueness is the significant contribution of the 
Corporation’s 6 700 employees. Their hard work 
and team spirit has brought us through the difficult 
period of reorganization and redirection that all 
companies in the industry have had to face. I also 
wish to express my sincere thanks to the following 
directors who retired in 1984: J. Claude Hébert, 
David McD. Mann, James T. Black, Marshall 
A.Cohen, Ian A. Stewart, Richard J. Cashin, 
Jerahmiel S.Grafstein, Ione J. Christensen, Robert 
Laxer, J. Robert Ouimet, J. Edward Richard and 
Robert J. Wright. In the course of their terms, all of 
these individuals worked hard for Petro-Canada. I 
would like to pay special tribute to J.Claude Hébert 
and David McD.Mann who served on the Board 
since Petro-Canada’s creation. Their contribution 
and support were substantial in the pursuit of our 
objectives. 

In concluding my remarks on the excellent 
results achieved in 1984, I want to strike a note of 
caution concerning the outlook for 1985. The year 
ahead is likely to be one of considerable change for 
the Canadian oil and gas sector. Federal and 
Provincial governments are currently engaged in 
negotiations which will lead to a restructuring of 
fiscal regimes for exploration and development. The 
current U.S. natural gas market is also undergoing 


significant changes with respect to pricing and other 
contractual terms. Perhaps the greatest area of 
uncertainty concerns the outlook for world oil prices - 
international oil markets have been weak and 
considerable downward pressures on prices have 
been evident. While lower oil prices may stimulate 
economic growth, they also threaten the economic 
viability of higher-cost energy sources, including 

oil sands and frontier projects. 

Our financial situation is good, we are lean and 
efficient and well positioned for growth. The chal- 
lenge facing Petro-Canada in this uncertain world 
is to maintain a competitive edge so that we can 
respond aggressively to the opportunities that lie 
ahead. 


Mig le 


W. H. Hopper 
Chairman of the Board 
and Chief Executive Officer 


March 31, 1985 


Spotlight on 
Petro-Canada 


Petro-Canada has made its mark 
as a major force in the oil and gas 
industry 


During its nine years of operation, 
Petro-Canada has grown rapidly 
through acquisitions and bold invest- 
ment programs. In late 1984, Petro- 
Canada was appraised by a national 
investment house as the second 
largest oil and gas company in 
Canada. With a major presence 

in every sector of the industry, 
Petro-Canada ranks among the 

top five companies according to 
commonly used operating criteria. 
As of June 30, 1984, Petro- 
Canada was the fourth-largest 
natural gas and fifth-largest oil 
and gas liquids producer. Its domes- 
tic reserves are the second largest 
in the industry in both crude oil 
and liquids, and natural gas. In 
downstream operations, Petro- 
Canada’s market share makes it 
third in gasoline sales in Canada. 
With a total cash flow that can 
sustain investments in the order 

of $1 billion annually, the Corpora- 
tion contributes significantly to 
economic activity across Canada. 


Nine years of exploration have 
identified major energy sources for 
the future 


Petro-Canada was created in 1975 
when domestic and world energy 
supplies were uncertain. The Cor- 
poration addressed this situation 


Petro-Canada’ s 
Executive Council 
is the Corporation’ s 
senior management 
group. From left to 


by exploring the energy potential 
of Canada’s frontier areas. These ~ 
regions had not been extensively 
explored due to physical constraints, 
such as remoteness and harsh 
climates. 

Over the last nine years, Petro- 
Canada has invested heavily in 
innovative and large-scale frontier 
exploration programs — spending 
a much greater proportion of 
its exploration budget in the fron- 
tiers than have its competitors. 
Both costs and risks were high 
due to technological unknowns, 
and because a long time period 
would elapse before any revenues 
could be expected from discoveries. 

Participating in or operating 
almost two thirds of all frontier 
wells drilled since 1976, Petro- 
Canada has provided a major finan- 
cial and technical boost to Cana- 
dian exploration activity. 

In the East Coast offshore, 
Petro-Canada’s major area of fron- 
tier operation, extensive seismic 
work followed by exploratory and 
delineation drilling has identified 
several fields that appear to be 
commercially viable. Petro-Canada 
is a major partner in all these 
discoveries, holding a 25 per 
cent interest in the Hibernia oil 
field, a 30 per cent share of the 
Venture gas reserves, a 45 per 
cent interest in the Glenelg and 
Alma gas discoveries and a 75 per 
cent interest in the Terra Nova 
oil discovery. 


right, Bill Hopper, 
Ed Lakusta, David 
O’Brien, Jim Stan- 
ford and Bill West. 


In Northern Canada, Petro- 
Canada is a participant in an 
encouraging condensate and gas 
discovery at Tuk, near the Mac- 
kenzie Delta. Through its 54 per 
cent shareholding in Panarctic 
Oils Ltd. and as a partner, the 
Corporation has participated in 
many gas and oil discoveries in 
the Arctic Islands. 


Shorter term cash flow projects 
were given more emphasis in 1984 


Recently, two factors have led 
Petro-Canada to alter its operating 
approach. First, the extensive explo- 
ration programs of previous years 
achieved their purpose. A gen- 
eral inventory of the oil and gas 
potential of Canada’s frontiers 
was completed and commercially 
viable discoveries were identified. 
Petro-Canada’s emphasis must now 
be to capitalize on earlier explora- 
tion successes by focusing invest- 
ments on the development of 
discovered fields. This will pro- 
vide new energy supplies for 
Canadians and be a source of 
profitability for the Corporation. 
Second, economic slow-down 
and declining world oil prices 
forced a retrenchment throughout 
the oil and gas business. Petro- 
Canada’s focus on high cost and 


A national network 
of service stations 
has captured 15 per 
cent of the nation’s 
retail gasoline 
market. About 80 
per cent of the sta- 
tions are operated 
by independent 
business people. 


Millions of 
Canadians 
have shown 


their support 


for Petro- 
Canada’s 
effective, 
efficient 
operations 


The Canadian-built 
mini-submarine, 
Deep Rover, will 
assist East Coast 
offshore exploration 
programs. 


long lead-time projects exposed 
the Corporation to a higher level 
of business risk than that facing 
its competitors. Petro-Canada now 
places increased emphasis on short- 
term profitability to maintain a 
sound and conservative financial 
base. Expenditure plans concen- 
trate on projects which generate 
early cash flow, and on the delinea- 
tion and development of the most 
attractive frontier discoveries. 


Focus on efficiency and productiy- 
ity led to improved financial 
performance 


The Corporation’s more narrowly 
focused investment strategy of the 
last two years has coincided with 
the implementation of efficiency 
and productivity programs to 
reduce costs. Productivity indices 
show that excellent results have 
been achieved. Petro-Canada is 
leanly staffed and, based on indus- 
try comparisons of capital addi- 
tions and cash flow per employee, 
ranks favourably with other major 
oil and gas companies. 


Cash flow reached a record level 
Petro-Canada has been profitable 
every year of its operations, and 
in 1984 both cash flow and earn- 
ings reached record levels. For 
the past two years, cash flow per- 
formance has strengthened consid- 
erably. Using cash flow based 
indicators, the Corporation’s finan- 
cial performance compares favour- 


ably with that of major competitors. 


As explained in the Financial 
Review, Petro-Canada considers 
cash flow to be the most appropri- 


ate measure of both the Corpora- 
tion’s financial results and its finan- 
cial strength and capacity. 


A unique bottom line corporation 
Since its inception, Petro-Canada 
has operated in the national inter- 
est under the overall direction of 
the Government of Canada. Again 
last year, the Corporation submit- 
ted its proposed capital budget to 
the Federal Government for review 
and approval. The purpose was 

to ensure that the Corporation’s 
strategic direction and capital pro- 
grams were financially prudent, 
had due consideration for com- 
mercial realities, and were broadly 
consistent with Canadian energy 
and economic development priori- 
ties. 

Petro-Canada has endeavoured to 
apply private sector management 
behaviour to public policy initia- 
tives, even when those projects 
could not, in themselves, make a 
major contribution to the Corpora- 
tion’s profitability. Past activities 
sought to achieve acceptable finan- 
cial results in the pursuit of the 
national interest. Although Petro- 
Canada’s new mandate emphasizes 
bottom line priorities, the Cor- 
poration still retains its unique 
character - a company owned by 
all Canadians that is fully inte- 
grated across Canada. 


Good corporate citizenship is part 
of the way we do business 


In recent years, Petro-Canada has 
invested more money in Canada 

than any other oil company. The 
Corporation’s senior management 
ensures that Canadians and Cana- 
dian businesses benefit from this 

high level of expenditure. Invest- 
ments are guided by a strong, 
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Innovative 
Canadian 


engineering 


supports 
Petro- 
Canada’s 
extensive 
offshore 
exploration 


Slant-rig drilling 
is being used to 
expand production 
at Petro-Canada’s 
Valhalla oil field. 


Focusing on 
Petro-Canada 


Resources 


Valhalla develop- 
ment drilling 
utilized an innova- 
tive slant-hole 
drilling technique. 


Four wells were 


drilled from a 
single pad, thus 
reducing lease, 
access and pipe- 
line costs as well 
as environmental 
disturbance. 


integrated set of Canadian Benefits 
policies. The objective is to gener- 
ate industrial, employment and 
social benefits from major proj- 
ects and ongoing, smaller-scale 
activities. 

Apart from its concern for 
Canadian economic benefits, Petro- 
Canada contributes to Canada’s 
social and cultural well-being. The 
Corporation maintains an ongo- 
ing donations program stressing 
participation with, and grants to, 
educational, cultural, and health 
and welfare organizations. 


Noteworthy in 1984 was the 
involvement of employees in two 
country-wide programs. In the 
United Way/Centraide campaign, 
the Corporation’s staff nearly dou- 
bled their total previous year’s 
contributions. The Employee Com- 
munity Service Program, initi- 
ated in 1984, linked certain corpo- 
rate donations to employee support 
for non-profit organizations. 


Expanding Western Canada 
operations contribute vital cash flow 
to the Corporation 


Production records achieved 

In Western Canada, Petro-Canada 
produced more natural gas, natu- 
ral gas liquids and conventional 
oil in 1984 than it did in any 
previous year. Compared to 1983, 
production of natural gas increased 
9 per cent, production of natural 
gas liquids rose 6 per cent, and 
production of conventional oil grew 
by 11 per cent. This provided a 
significant increase in cash flow to 
the Corporation. 


Conventional oil fields expanded 
Record production levels were 
achieved through a deliberate invest- 
ment strategy. This consisted of 
timely expansion of existing conven- 
tional oil fields and the rapid 
development of new discoveries, 
some of which progressed from 


discovery to full-scale operations 
within the year. 

Bellshill Lake, Valhalla and 
Caroline are examples of existing 
fields where substantial increments 
to reserves and production were 
gained. At Bellshill, an infill dril- 
ling program was completed and 
the existing production facilities 
were expanded, both ahead of 
schedule and under budget. 

At the Valhalla oil field, which 
Petro-Canada discovered in 1981, 
primary development work was 
concluded in early 1984. To fur- 
ther increase production, a water- 
flood program was designed and 
its development was underway 
by year end. 

At Caroline, an innovative 
enhanced oil recovery project began 
operations. Using a recovery 


Record 
production 


follows from 
bold and 
imaginative 


operating 
approaches 
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Gross Production of 
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Natural Gas Liquids* 
thousands of cubic metres 
per day 
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crude oil 
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scheme in which water and natural 
gas are injected alternately into 
the reservoir, the project is expected 
to increase oil recovery from 19 
per cent to 35 per cent over the 
life of the field. This is the first 
enhanced recovery project of its 
type to be initiated by Petro- 
Canada, and one of few in Alberta. 


New discoveries move quickly to 
production 


In concentrating on generating 
early cash flow, Petro-Canada 
shortened the time between discov- 


ery and full-scale development in 
several fields. At Salt Lake, in 
west-central Saskatchewan, the usual 
period required for exploration, 
testing and land consolidation prior 
to development was reduced to a 
few months. The field was dis- 
covered in September 1984; devel- 
opment began in late October, 
with 14 development wells drilled 
by February 1985 - five of 

which were on production by year 
end 1984. The new Salt Lake 
discovery is already contributing 
cash flow to Petro-Canada. 
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ts produced from a 
platform, with the 
oil moved to shore 
through a subsea 
pipeline. 


Petro-Canada has 

a 7.6 per cent 
interest in Spain’ s 
most important oil 
field - Casablanca. 
Located 45 km off- 
shore in the Mediter- 
ranean Sea, the field 


Drilling activity reaches all-time high 
Petro-Canada continued to be a 
leading driller in Western Canada, 
drilling more wells than in any pre- 
vious year. Of the 164 exploratory 
wells in which Petro-Canada parti- 
cipated, 57 per cent were successful. 
Petro-Canada also participated in 
384 development wells, of which 
94 per cent were successful. 


New construction projects underway 
In 1984, construction proceeded 
on the Wolf Lake in situ oil sands 
project in northeastern Alberta. 
This partner-operated project, in 
which Petro-Canada has a 50 per 
cent interest, will provide the 
Corporation’s first commercial in 
situ oil sands production. Utilizing 
steam injection, approximately | 100 
cubic metres of bitumen a day 
will be extracted from about 200 
wells. Progress on the project 

has been rapid and start-up is now 
expected early in 1985. The total 
cost of the project, currently esti- 
mated at $114 million, will be 
much lower than the $150 mil- 
lion initially anticipated. 

During the summer, construc- 
tion began on a $63 million strad- 
dle plant at Taylor in northeast- 
ern British Columbia. The new 
plant, in which Petro-Canada is a 
50 per cent partner, will be capa- 
ble of recovering | 080 cubic 
metres a day of propanes, butanes, 
and pentanes plus from the gas 
processed at the Taylor gas plant. 
Start-up is targeted for November, 


1985. 
In another natural gas-related 


construction project, Petro-Canada 


is building a sour gas processing 
plant at Brazeau, Alberta. The 
plant, in which Petro-Canada holds 
a 43 per cent interest, is scheduled 
for completion in mid-1985. 


Fire prevented record production 
at Syncrude 


Petro-Canada had anticipated that 
1984 would be a record year for 
production of synthetic crude from 
the Syncrude plant near Fort 
McMurray. The Corporation’s 17 
per cent ownership in the plant 
yielded a 1984 production share of 
852 300 cubic metres, down 23 
per cent from 1983. The drop was 
caused by a fire at the plant in 
August. Prior to the fire, daily oil 
production had been at near- 
record levels. By late December, a 
successful repair program returned 
the plant to full production. Also 
during 1984, preliminary engineer- 
ing work commenced on increas- 
ing plant capacity from 19 000 to 
22 000 cubic metres a day. Total 
project cost will be in excess of 
$700 million and completion is 
anticipated by the end of 1987. 


Frontier exploration focuses on 
earliest and most promising develop- 
ment opportunities 


Scotian Shelf: Gas fields closer to 
development 


In 1984, Scotian Shelf activity 
centred on the Sable Island area 
and, in particular, the Venture 

gas project. Petro-Canada earned a 
30 per cent interest in this proj- 
ect by supporting an exploration 
program which included the 1979 
discovery well. In 1984, further 
wells were drilled in the Venture 
area to gain a better understanding 
of the gas reserves. A prelimi- 
nary plan to bring Venture gas 
ashore was filed with the Canada 
Oil and Gas Lands Administration. 
The total cost of the project is 
estimated at close to $2.5 billion. 


Petro-Canada 


is eager 


to capitalize 
on frontier 
discoveries 


The Sedco 710 
semi-submersible 
drilling rig and a 
supply vessel near 
the 1984 Terra 
Nova oil discovery. 


N. Ben Nevis P-93 
S. Mara C-13 
Mara M-54- 
_ Hibernia C-96 
: Hibernia K-14 — 
W. Ben Nevis B-75- 

_ Terra Nova K-18 
Port au Port J-97- 
Beothuk M-05 — 


On December 7, 1984, Petro- 
Canada concluded the first agree- 
ment to sell Venture gas. NESP 
Supply Corporation, a U.S. consor- 
tium of three major pipeline 
companies, agreed to purchase 2.5 
million cubic metres a day of 
natural gas. This arrangement is a 
solid step towards bringing Ven- 
ture gas reserves into production 
and delivering them to market. 

Apart from the Venture activity, 
Petro-Canada participated in seven 
other wells completed in 1984. 

Of these, Alma F-67 and Uniacke 
G-72 were significant new gas and 
condensate discoveries. Glenelg 
E-58A was a successful delinea- 
tion gas well in a field discovered 
in 1983. 

Grand Banks: Terra Nova 

boosts prospects 

On the Grand Banks, the most 
exciting event of the year was 

the Petro-Canada operated Terra 
Nova K-08 discovery with com- 
bined test results of over 1 590 


-Trave E-87 
NVhiterose N-22 
“Arch 


cubic metres of oil per day. A 
follow-up well, Terra Nova K-18, 
was a non-commercial oil find, 
while a second follow-up well, 
Beothuk M-05, was still drilling 
at year end. Petro-Canada holds a 
75 per cent interest in the field. 
Following the discovery, an exten- 
sive 4 700 km three-dimensional 
seismic survey was conducted to 
provide additional data for delinea- 
tion of the field. 

Petro-Canada also operated a 
farm-in program on the nearby 
Ben Nevis block. The first well, 
West Ben Nevis B-75, is located 
between two earlier oil discover- 
ies and was still being drilled at 
year end. 

The Corporation continued to 
participate in exploration programs 
operated by partners. Nine wild- 
cat wells were drilled and, of the 
four completed by year end, South 
Mara C-13 was a successful oil 
and gas discovery. Two delinea- 
tion wells, Hibernia K-14 and 
Hibernia C-96, increased confi- 
dence in reserve estimates for the 
Hibernia oil field. Work is continu- 
ing with partners on preparing 
development plans for submis- 
sion to regulatory agencies in 1985. 


onnet P-23 
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Testing the Terra 
Nova oil discov- 
ery from the Sedco 
710 rig, 50 per 
cent owned by 
Petro-Canada. 
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In 1984, Petro- 
Canada continued 
its selective interna- 
tional exploration 
activities. Off the 
coast of the People’s 
Republic of China, 
drilling proceeded 


using three partner- 
operated rigs. In 
Papua New Guinea, 
the Corporation 
purchased a 23.75 
per cent interest in a 
highly prospective 
offshore permit. 


Northern Canada: Steady participa- 
tion and positioning for the future 
In Northern Canada, Petro-Canada 
is active in the Arctic Islands 
through Panarctic Oils Ltd., in 
the Mackenzie Delta/Beaufort Sea, 
and in the Mackenzie Valley. 
The Corporation’s exploration strat- 
egy in these areas is one of 
positioning for development opportu- 
nities in the medium term. 

Following several seasons of 
seismic work, Petro-Canada oper- 
ated its first three wells in the 
Mackenzie Valley region in 1984. 
One of these, Hoosier Ridge N-22, 
was an encouraging oil show. In 
addition to the drilling, 2 046 km 
of seismic data were collected. 
To accelerate the 1984-85 winter 
seismic program, Petro-Canada 
farmed out part of its land hold- 
ings to two Canadian-owned 
companies. 

Petro-Canada participated in 
four partner-operated wells in the 
Mackenzie Delta/Beaufort Sea 


area. A well on the Tuktoyaktuk 
peninsula, Tuk M-09, was an 
encouraging gas and condensate 
discovery. 


In Canada’s interest: Efficient and 
effective operations 

Cost trends lowered in operations 
During 1984, Petro-Canada was 
successful in identifying and im- 
plementing a program of cost 
savings. In addition, further analy- 
sis using zero-based budgeting tech- 
niques outlined the benefits 
accruing from various project 
expenditures. This analysis showed 
that, building on measures already 
taken, a careful ranking of expendi- 
tures should lead to a continued 
reduction in costs in 1985. 

Latest technologies developed and 
applied 

Petro-Canada is researching new 
techniques for use in its enhanced 
oil recovery projects and heavy 

oil in situ projects. Particularly 
important in 1984 was work on 
the Kinsella “B” heavy oil pilot 
plant. The feasibility of fire- 
flooding in a previously water- 
flooded reservoir was tested, and 
the relative merits of oxygen and 
air injection were assessed. Follow- 


To enhance the 
safety of offshore 
operations, Petro- 
Canada’s environ- 
mental scientists 


studied icebergs 
along Canada’s 
East Coast in the 
fall of 1984. 


ing positive test results, construc- 
tion commenced on an oxygen 
fireflood pilot. The project will 
come on stream in the second 
quarter of 1985. 

Significant progress was made 
during 1984 in developing and 
applying modern technology to 
exploration in both Western Can- 
ada and the frontiers. Petro-Canada 
enhanced its capacity for com- 
puter mapping and analysis of 
exploration data. Newly developed 
computer technology has also 
improved the Corporation’s abil- 
ity to integrate large industry data 
banks into Petro-Canada’s explora- 
tion system. 

Projects bring industrial, 
employment and social benefits 
Canadian entrepreneurs and work- 
ers gained new opportunities to 
develop their technology, prod- 
ucts and skills to meet the supply 
needs of Petro-Canada’s opera- 
tions. For example, the Deep Rover, 
a technologically-advanced mini- 
submarine contracted to support 
the Corporation’s East Coast 
operations, was developed and built 
by a Vancouver-based firm. 


Strong land and 
reserves position 
provides an excel- 
lent basis for 
future growth. 


A new state-of-the-art 
project will improve the 
Montreal refinery’ s 
capacity to upgrade 
heavy residual fuel oils. 


In the Northwest Territories, 
Petro-Canada’s Mackenzie Valley 
exploration program brought bene- 
fits to Northerners. The Corpora- 
tion conducted recruitment and train- 
ing programs which enabled 
Northerners to fill about half of 
the seismic crew jobs and three- 
quarters of the drilling rig crew 
positions. In addition, Petro-Canada 
negotiated two purchase-leaseback 
agreements with Native organiza- 
tions for almost $1 million worth 
of exploration and drilling camps 
and support equipment. Besides 
creating employment and business 
spin-offs for Northerners, these 
contracts allowed a direct and mean- 
ingful participation by local firms 
in northern oil and gas activities. 


Focusing on 
Petro-Canada 
Products 


Coal development awaits improved 
markets 

Engineering continued on the 
Petro-Canada led Monkman coal 
project, an open-pit, metallurgical 
coal mine located in northeastern 
British Columbia. In August, 
1984, the Federal Investment 
Review Agency approved an 
application by a Japanese trading 
company to take an equity 
position in the project. Provincial 
government approval for the 3.3 
million tonnes per year mine was 
obtained in 1982. Petro-Canada 
and its partners in the project 
await improvements in interna- 
tional coal markets before 
proceeding with construction. 


Competitiveness and profit margins 
were improved in a tight business 
environment 


Operating margins dramatically 
improved in 1984 


Petro-Canada’s Products Division 
registered increased cash flow and 
operating margins in 1984. This 
was achieved as a result of manage- 
ment strategies designed to increase 
efficiencies and enhance com- 
petitiveness in a tight business 
environment. In an industry with 
uncertain product prices, high raw 
material costs and large fixed 
costs, constant attention has to be 
given to opportunities for cost 
reduction. 


Efficiency program exceeds goal 
To strengthen both current operat- 
ing margins and long-term com- 
petitiveness, the Products Division 
carried out a comprehensive effi- 
ciency program in 1984. End of 
year results exceeded the targeted 
cost savings. The program included 
four major elements: staff reor- 
ganization, facility rationalization, 
refinery yield improvements, and 
more efficient credit systems. 
With a workforce that was 
already lean, staff reorganization 
involved changes that would opti- 
mize productivity. Total sales per 
employee increased by 11 per cent 
over 1983 levels. This improve- 
ment is significant in an industry 
with declining sales volumes. 
Another thrust of the efficiency 
program was a rationalization of 
retail facilities. Emphasis was placed 
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Doing it 
better: 
refinery 
investments 
improve 


ylelds 


to relieve over- 
pressure situa- 
tions are captured 
and returned to 

the refining process. 


To conserve energy 
in refineries, 

gases that would 
have been burned 


on higher volume and more profit- 
able facilities following a nation- 
wide analysis of consumer be- 
haviour and marketing trends. The 
retail network was reduced to 

2 485 stations at year end. Despite 
a difficult year for the industry, 
throughput per retail station in- 
creased by 12 per cent over 1983. 

The third element of the effi- 
ciency program involved yield 
improvements at Petro-Canada’s 
refineries. These are located in 
Montreal, Oakville, Ontario, and 
Taylor, British Columbia. Petro- 
Canada also holds a 49 per cent 
interest in the refinery at Port 
Moody, British Columbia. Sub- 
stantial savings were achieved by 
conserving energy, and by moni- 
toring refinery operations more 
closely to ensure that optimum 
operating conditions were main- 
tained. 

A measure to improve adminis- 
trative efficiencies was the success - 
ful implementation of on-line 
credit management systems, result- 
ing in faster receivables turnover. 


Ongoing capital investments will 
increase refinery yields 
Petro-Canada’s refineries are being 
upgraded so that they will be 
more flexible and more efficient. 
More specifically, the refineries 
will be able to handle a wider 
mix of crude oils, respond better 
to shifting market demands for 
products, and produce more gaso- 
line and distillate per unit of 
crude oil input. 

In order to improve the Mon- 
treal refinery’s capacity to upgrade 
heavy residual fuel oils, a demon- 
stration plant for the CANMET 
hydrocracking process is being 
built as a working refinery com- 
ponent. When operational in late 
1985, the $114 million plant will 
enable the refinery to produce a 
lighter product mix using cheaper, 
heavier crudes or smaller quanti- 
ties of high-quality crude. 

Also slated for completion in 
late 1985 is a project to replace 
the existing catalytic cracker at the 
Montreal refinery. The new unit 
will be significantly more energy 
efficient and capable of producing 
a wider variety of products. It 
will allow the refinery to respond 
more effectively to the needs of 


the market, including the phase- 
down of lead in gasoline. In 
addition, the new catalytic cracker 
will operate much more cleanly, 
well within environmental regula- 
tions. 

At the Oakville refinery, Petro- 
Canada leased and refurbished 
a nearby dock. This opens new 
supply and product shipment oppor- 
tunities for the previously land- 
locked plant. The dock also allows 
Petro-Canada to more easily trans- 
fer partly refined products between 
Montreal and Oakville. Beyond 
these capital investments, the Cor- 
poration is investigating the feasibil- 
ity of further automation and 
computerization in its refineries. 


Innovation and entrepreneurship 
spearhead Petro-Canada’s 
management approach 


Partnerships with private business 
strengthen presence in residential 
fuel oil market 


In Eastern and Central Canada, 
the Corporation has established 
several residential fuel oil partner- 
ships. This move is partly a 
response to a contracting market 
for light fuel oil. It also transfers 
day-to-day operating control of 
Petro-Canada’s residential fuel oil 
agencies to new partnerships run 
as private-sector businesses. In 
return, Petro-Canada retains a sub- 
stantial interest in the new part- 
nerships and benefits from both 
larger sales volumes and stronger 
market representation. 


Small business approach to service 
station management 


Entrepreneurship is also seen as 
the key to efficient and effective 
service station management. Many 


Residential fuel oil 
being delivered in 
Montreal through a 
partnership between 
Petro-Canada and a 
private business. 


Marketing 
strategies 


focus 
on the 
customer 


gasoline market has 
risen through both 
acquisitions and 
growing customer 
acceptance. 


While industry 
sales volumes have 
declined, Petro- 
Canada’s share of 
the national retail 
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service stations which were owned 
and operated by the Corporation 
have been turned over to independ- 
ent business people. As with the 
residential fuel oil partnerships, 
Petro-Canada is demonstrating its 
confidence in the ability of small 
businesses to provide quality cus- 
tomer service. 

Commercialization of CANMET 
experimental upgrading technology 
The CANMET demonstration plant 
being constructed at the Montreal 
refinery involves the commercializa- 
tion of a promising new process 
for upgrading heavy residual fuel 
oils. Encouraged by the results 

of a laboratory pilot plant, Petro- 
Canada decided that construction 
of an 800 cubic metres per day 
plant would demonstrate the com- 
mercial feasibility of the process. 
Construction is providing an esti- 
mated 800 person-years of employ- 
ment and enhancing Canadian 
expertise in the conceptual and 
process engineering areas. With 
an expected total domestic content 
of 90 per cent, the project is 
generating substantial economic 
benefits for Canadians. In one 
important instance, instead of 
importing CANMET’s two, heavy- 
walled, high-pressure vessels from 
traditional foreign suppliers, Petro- 
Canada encouraged two Canadian 
companies to pool their resources 
and build these units. When the 
CANMET process is proven on a 
commercial scale, Petro-Canada 
and the Canadian firms hired to 
engineer and build the demonstra- 
tion plant will have strong pros- 
pects for marketing this technol- 
ogy elsewhere. 


Growing market penetration results 
from strong Canadian identity and 
orientation to the customer 


Maple Leaf logo attracts customers 
At the end of 1984, Petro-Canada’s 
logo was on display from coast 
to coast at 2 485 service stations 
and hundreds of agencies and 
distributorships. Petro-Canada 
stations served 15 per cent of 

the national retail gasoline market. 
Quality promotions designed to 
give the consumer additional value 
Many Canadians have chosen to 
buy gasoline at a Petro-Canada 
service station because of its Cana- 
dian identity. However, to ensure 
customer loyalty, Petro-Canada 
provides top quality products and 
efficient service. In 1984, quality 
promotions featuring added value 
to the customer formed a key 
element in the Corporation’s mar- 
keting strategies. 


Company programs encourage 
highly motivated and well-trained 
dealers and agents 


Customer orientation is also encour- 
aged in a variety of programs 
designed to meet training needs 
and maintain high morale among 
dealers and agents. Examples are 
Club Excellence Awards and Civic 
Pride Tours. Widespread facility 
modernization complements these 
programs by providing a first-rate 
service environment. 

Corporate image enhanced through 
social investments 

Petro-Canada has excellent oppor- 
tunities to demonstrate good corpo- 
rate citizenship. Involvement in 
sports, safety and regional and 
community events brought favoura- 
ble exposure in 1984. For example, 
a long-term commitment to youth 
found expression in the sponsorship 
by almost 800 Petro-Canada deal- 
ers of local minor soccer teams. 


Petro-Canada 
Retail Market Share* 
per cent 
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Record results 
in cash flow 


and earnings 


up) 


Financial Review 


Cash Flow 

Production of crude oil, natural 
gas and natural gas liquids in 

1984 was the highest in the Corpor- 
ation’s history. This, together with 
improved margins in the refined 
oil products business generated 
record financial results for the 
year in terms of both cash flow 
and earnings. Internally gener- 
ated cash reached $1 011 million, 
an increase of $264 million or 35 
per cent over 1983. After deducting 
preferred share dividends, cash 
available for reinvestment and debt 
retirement was $911 million, a 

38 per cent increase from $661 
million in 1983. 


Internally 
Generated Cash 
(millions of dollars) 


The production of natural 
resources provides approximately 
80 per cent of the Corporation’s 
cash flow. Most investment 
decisions in the Natural Resources 
Division are made on the basis 
of cash flow, the primary concern 
being cash return on investment. 
Cash flow is much higher than 
earnings because in arriving at 
the latter, significant deductions 
are made for items which do not 
require cash outlays. These items 
include depreciation, depletion 
and amortization, and deferred 
income taxes. With respect to the 
latter item, earnings are charged 
with the full provision for income 
taxes, however capital expendi- 
tures on exploration and develop- 
ment provide deductions which 


Internally Generated 
Cash Available For Reinvestment 
and Debt Retirement 
(millions of dollars) 


defer the actual payment of income 
taxes to future periods. Since 
Petro-Canada is an active explorer 
and has a high level of capital 
expenditures, the amount of deferred 
income taxes charged to earnings 
is also high, amounting to $331 
million in 1984. 

Petro-Canada believes that since 
cash flow is the primary considera- 
tion in making investment decisions, 
internally generated cash is the 
best measure of the Corporation’s 
financial results and the best indi- 
cator of financial strength and 
capacity. 
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Earnings 

Earnings before income taxes and 
preferred share dividends were 
$605 million, up by $229 million 
or 61 per cent from 1983. Net 
earnings before dividends were 
$252 million, an increase of $135 
million or 116 per cent over 1983. 
Net earnings after dividends were 
$151 million compared to $30 
million in 1983. 

During 1984, the Corporation 
introduced allocation procedures 
for overheads and income taxes 
which permit the measurement of 
earnings by business segment with 
more precision than formerly. The 
following table presents earnings 
for 1984 for the two business 
segments on this modified basis: 


Earnings 
(millions of dollars) 


80 81 82 83 84 


Earnings before income taxes 

and dividends 

Net earnings before preferred share 
dividends 

Net earnings after preferred share 
dividends 


Natural 
Resources 


Refined 


Oil Products 


(millions of dollars) 


Operating revenue $ 1539 
Product and operating costs (534) 
Depreciation, depletion and 

amortization (255) 
Taxes other than income taxes (122) 
Operating earnings 628 
Marketing, administrative 

and other, net (53) 
Income taxes (361) 
Net earnings * $ 214 


$ 3431 
(2 810) 


(85) 
(222) 
314 


(277) 
(10) 


$ a 


*No allocations have been made to the business segments for financing charges. 
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Capital Expenditures 

Capital expenditures on property, 
plant and equipment totalled 

$1 152 million, about 13 per cent 
higher than in 1983. Oil and gas 
exploration expenditures were $734 
million. This amount included 
$565 million in the Canadian fron- 
tier areas, mainly in the Scotian 
Shelf, Grand Banks and Mackenzie 
Delta/Beaufort Sea regions, and 
$156 million in Western Canada 
and the Northwest Territories. 
Expenditures on development 
drilling, production facilities and 
enhanced recovery projects totalled 
$224 million and included major 
programs in the Alberta conven- 
tional oil producing fields at Bell- 
shill Lake, Valhalla and Caroline. 
The Corporation’s share of 1984 
expenditures on the Wolf Lake in 
situ oil sands project in northeast- 
ern Alberta was $57 million. Down- 
stream capital expenditures were 
$129 million, including $52 million 


Capital Expenditures 
(millions of dollars) 


for the CANMET upgrading demons- 
tration plant at the Corporation’s 
Montreal refinery. 

Although no equity funds will 
be received from the Government 
of Canada in 1985, the Corporation 
anticipates that internally generated 
cash will be sufficient to permit a 
capital expenditure program similar 
in scope to that of 1984. 


Net Assets 

At December 31, 1984, the 
consolidated assets of the Corpora- 
tion amounted to $9 055 million. 
These consisted of: current assets 
$1 751 million; investments $600 
million; property, plant and equip- 
ment $6 605 million and deferred 
charges of $99 million. Deductions 
from the consolidated assets for 
liabilities, deferred income taxes, 
minority interest in subsidiary 
companies, and preferred shares 
issued by Petro-Canada Inc. 
resulted in net assets of $4 577 


million, representing the Govern- 
ment of Canada’s equity in the 
Corporation. 

Dominion Securities Pitfield 
Limited (“DSP”) released a report to 
the public in October 1984 entitled 
“Petro-Canada, an Examination 
of its Position in the Canadian Oil 
Industry”. This report describes 
the operating activities and finan- 
cial position of the Corporation 
and makes comparisons between 
Petro-Canada and its major 
competitors. DSP appraised the 
value of the shareholder’s equity at 
$6.6 billion, a figure considerably 
in excess of the Government’s 
investment of approximately 
$4 billion. The DsP study is an 
indication that the investment 
community is showing increasing 
interest in Petro-Canada as a major 
participant in the Canadian energy 
industry. 


Petro-Canada 


Management’s Responsibility 
for the Financial Statements 


The financial statements have been prepared by 
management in accordance with generally accepted 
accounting principles appropriate in the circumstances. 
Management is responsible for the other information 
in the Annual Report, which is consistent, where 
applicable, with that contained in the financial state- 
ments. Management is also responsible for installing 
and maintaining a system of internal control to 
provide reasonable assurance that reliable financial 
information is produced. The Corporation has an 
internal audit department whose functions include 
reviewing the systems of internal control to ensure 
that it is adequate and functioning properly. 

The Board of Directors is responsible for ensuring 
that management fulfills its responsibilities for finan- 
cial reporting and internal control. The Board exer- 
cises its responsibilities through the Audit Committee 
of the Board, a majority of which is composed of 
directors who are not employees of the Corporation. 


Auditors’ Report 


To the Honourable Patricia Carney, P.C., M.P. 
Minister 

Energy, Mines and Resources Canada 

House of Commons 

Ottawa, Canada 


We have examined the consolidated balance sheet 
of Petro-Canada as at December 31, 1984 and the 
consolidated statements of earnings, retained earn- 
ings and changes in financial position for the year 
then ended. Our examination was made in accord- 
ance with generally accepted auditing standards, and 
accordingly included such tests and other proce- 
dures as we considered necessary in the circumstances. 
In our opinion, these consolidated financial state- 
ments present fairly the financial position of the 
Corporation as at December 31, 1984 and the 
results of its operations and the changes in its finan- 
cial position for the year then ended in accordance 
with generally accepted accounting principles applied, 
except for the change in the method of accounting 
for foreign currency translation as explained in 
Note 2 to the consolidated financial statements, 
on a basis consistent with that of the preceding year. 


The committee meets with management, the internal 
auditors and the external auditors to satisfy itself that 
responsibilites are properly discharged and to review 
the financial statements. 

The external auditors, Peat, Marwick, Mitchell & 
Co., conduct an independent examination, in accord- 
ance with generally accepted auditing standards, 
and express their opinion on the financial statements. 
Their examination includes a review and evaluation 
of the Corporation’s system of internal control and 
appropriate tests and procedures to provide reasonable 
assurance that the financial statements are presented 
fairly. The external auditors have full and free 
access to the Audit Committee of the Board. 


PEAT 
MARWICK 


We further report that, in our opinion, the transac- 
tions of the Corporation and its consolidated wholly- 
owned subsidiaries that have come to our notice in 
the course of our examination of the consolidated 
financial statements of Petro-Canada were, in all 
significant respects, in accordance with the Finan- 
cial Administration Act and the regulations thereto, 
the charter and by-laws of the Corporation and its 
consolidated wholly- owned subsidiaries and any 
directives given to the Corporation. 


Leal Yaawh Wlehell 76, 


Chartered Accountants 


Calgary, Canada 
February 20, 1985 
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Assets 

Current Assets 
Cash and short-term deposits 
Accounts receivable 
Inventories (Note 4) 
Income taxes Laat 


Deposits and prepaid expenses 


Investments (Note 5) 
Property, Plant and Equipment, net (Note 6) 


Deferred Charges (Note 7) 


Approved on behalf of the Board 


Director 


Director 
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1984 


$ 32819 
827 894 
845 715 

23 036 
21 394 


1 750 858 


599 852 
6 605 366 


99 206 


$9 055 282 


1983 


$ 55 584 
787 876 
711 006 

202265 


18 674 
1 600 405 


312 269 


6 247 689 


78 662 


$8 239 025 


Liabilities and Shareholder’s Equity 


Current Liabilities 


Accounts payable and accrued liabilities 


Current portion of long-term debt 


Long-Term Debt (Note 8) 


Advances on Future Natural Gas Deliveries 
Minority Interest in Subsidiaries (Note 9) 
Deferred Income Taxes 


Redeemable Preferred Shares (Note 10) 


Capital (Note 11) 
Contributed Surplus 


Retained Earnings 


1984 


$ 807 913 


47 102 
855 015 


109 947 
173 436 
419 813 
1 608 412 


1 312 080 


4 161 072 


62 461 


353 046 


4 576 579 


_$9 055 282 


1983 


$ 792531 
_30 252 
822 783 


158 156 


153 170 
422 915 
ZT 7. 356 


1 394 085 


3 736 072 
62 461 


212 027 
4 010 560 


__ $8 239 025 
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Petro-Canada 
Consolidated Statement 


of Earnings 
For the Year Ended December 31, 1984 


(stated in thousands of dollars) 


Revenue 
Operating 
Investment and other income 


Expenses 
Crude oil and product purchases 
Producing and refining 
Marketing, general and administrative 
Depreciation, depletion and amortization 
Taxes other than income taxes (Note 12) 
Interest on long-term debt 
Other interest 


Earnings Before Undernoted Items 


Provision for Income Taxes (Note 13) 
Deferred 
Current 


Minority Interest 


Earnings Before Extraordinary Items and 


Dividends on Redeemable Preferred Shares 


Extraordinary Items 


Net Earnings for Year Before Dividends on 


Redeemable Preferred Shares 


Dividends on Redeemable Preferred Shares (Note 10) 


Net Earnings for Year After Dividends on 
Redeemable Preferred Shares 


1984 


$4 881 293 
110 132 


4 991 425 


2 780 170 
475 331 
407 442 
367 911 
343 784 

11 324 


4 385 962 


605 463 


331 056 
27 836 


358 892 


246 571 
4 961 


251 532 


251 532 


100 083 


$ 151 449 


1983 


$4 123 817 
48 526 


4 172 343 


2 410 131 
3937517, 
345 744 
329 897 
285 636 

29-027 
225 


3196 137, 


376 206 


227 788 
21178 


248 966 
127 240 


REY) 


133 063 


16 515 


116 548 
86 379 


$ 30 169 


Retained Earnings at Beginning of Year 


Net Earnings for Year Before Dividends on 
Redeemable Preferred Shares 


Dividends on Redeemable Preferred Shares 


1984 
$ 212 027 


251 532 


(100 083) 


Net Earnings for Year After Dividends on 
Redeemable Preferred Shares 


151 449 


Exchange Adjustment on Redemption of 
Redeemable Preferred Shares (Note 10) 


(10 430) 


Retained Earnings at End of Year 


__ $353 046 
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Petro-Canada 
Consolidated Statement of Changes 


in Financial Position 
For the Year Ended December 31, 1984 


(stated in thousands of dollars) 


Internally Generated Cash 
Working capital provided from operations (Note 14) 
Proceeds from sale of property, plant and equipment 
Advances on future natural gas deliveries 


Internally generated cash 


Investment Activities 
Acquisition of BP Refining and Marketing Canada Limited 
Less cash acquired 


Expenditures on property, plant and equipment 

Petroleum Incentive Program grants 

Increase (decrease) in operating working capital (Note 15) 
Increase (decrease) in investments, net 

Increase in deferred charges, net 

(Increase) decrease in minority interest in subsidiaries 


Financing Activities and Dividends 
Issue of common shares 
Dividends on redeemable preferred shares 
Proceeds from issue of long-term debt 
Reduction of long-term debt 
Redemption of redeemable preferred shares 


Increase (Decrease) in Cash 
Cash at Beginning of Year 


Cash at End of Year 


1984 


$ 939 529 
51 454 
20 266 


1 011 249 


1 151 820 
(380 304) 
140 986 
282 103 
14 196 
(1 859) 


1 206 942 


425 000 
(100 083) 


(59 554) 


(92 435) 


172 928 
(22 765) 


55 584 


$ 32819 


1983 


$ 676 315 
41 911 
28 844 


747 070 


115 781 


(24 695) 


91 086 

1 019 252 
(468 488) 
(34 485) 
(1 412) 

12 208 
438 443 


1 056 604 


642 917 
(86 379) 
404 289 
(549 941) 


(74 664) 


336-222 


26 688 


28 896 


$ 55 584 


Petro-Canada 
Notes to Consolidated 


Financial Statements 
December 31, 1984 


(tabular amounts shown in thousands of dollars) 


1. Summary of Significant Accounting Policies 


(a) Basis of Consolidation 

The consolidated financial statements include the 
accounts of Petro-Canada, an agent of Her Majesty 

in the right of Canada, and of all subsidiary comp- 
anies (“the Corporation”) except Canertech Inc. which 
is excluded for the reason described in Note 5. 

The excess of the consideration paid for the shares 
of subsidiaries over the underlying net book values 
at the dates of acquisition is attributed to the related 
assets acquired and is amortized over the life of 
these assets. 


(b) Inventories 
Inventories are valued at the lower of cost and net 
realizable value. 


(c) Investments 

The Corporation accounts for investments in comp- 
anies over which it has significant influence on the 
equity method. Other long-term investments are 
accounted for on the cost method. 


(d) Property, Plant and Equipment 

The Corporation accounts for its investment in oil 
and gas properties on the full cost method whereby 
all costs relating to the exploration for and develop- 
ment of oil and gas reserves are capitalized. Such 
costs include those related to lease acquisitions, 
geological and geophysical activities, lease rentals 
on non-producing properties, drilling both productive 
and non-productive wells and overhead related to 
exploration. The Corporation applies a “ceiling test”, 
to capitalized costs in each producing cost centre, to 
ensure that such costs do not exceed the estimated 
future net revenues from production of proven 
reserves, at current prices and operating costs, together 
with the estimated fair market value of unevaluated 
properties. 

Separate cost centres have been established for 
non-frontier Canada, the Syncrude Project, each 
foreign area in which the Corporation has an interest, 
each of five Canadian frontier areas and for other oil 
sands leases. 

The interest cost of debt attributable to the construc- 
tion of major new facilities is capitalized during the 
construction period. 

Substantially all of the Corporation’s exploration 
and production activities related to oil and gas are 


conducted jointly with others. Only the Corporation’s 
proportionate interest in such activities is reflected in 
the financial statements. 


(e) Depreciation, Depletion and Amortization 

Costs incurred in non-frontier Canada, the Syncrude 
Project and in producing foreign cost centres are 
depreciated or depleted separately on the unit of 
production method based on estimated proven recover- 
able oil and gas reserves. For purposes of calculating 
depreciation and depletion, natural gas production 
and reserves are converted to equivalent units of 
crude oil based on the relative energy content of each 
commodity. 

Annual costs incurred in the other cost centres are 
amortized on a straight line basis over the period 
during which exploration activity in each cost centre 
is expected to continue. When exploration proves to 
be successful, as when an indicated commercial 
discovery is made, amortization is suspended and 
the unamortized balance of the cost centre is depleted 
on the unit of production method when production 
commences. When exploration proves to be unsuccessful 
and the cost centre is condemned or abandoned, 
the unamortized balance of that cost centre is charged 
to earnings at that time. 

Depreciation of other plant and equipment is 
provided on either the unit of production method or the 
straight line method as appropriate. Annual straight 
line depreciation rates range from 2.0% to 25.0%. 


(f) Deferred Charges 

Costs relating to the removal of overburden from 
oil sands which will be mined in future years are 
deferred and are charged to earnings when the 
related oil sands are mined. 

The Corporation defers costs incurred on feasi- 
bility studies involving economic evaluation and 
preliminary engineering relating to certain transportation, 
production and other projects. Upon completion of 
studies leading to the commencement of a project or 
enhancement of an existing project the applicable 
expenditures are transferred to property, plant and 
equipment and are charged to earnings based on the 
estimated useful life of the project, otherwise, all 
associated costs are charged to earnings at that time. 
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Note 1. (Continued) 

Certain costs relating to the Corporation’s marketing 
reidentification program are deferred and amortized 
on a Straight line basis over the periods during which 
benefits are expected to be realized. 


(g) Federal Petroleum Compensation Program 

Under the oil compensation program the Federal 
Government compensates eligible importers for a 
portion of certain costs with respect to petroleum 
consumed in Canada, provided they maintain prices 
for certain products at levels not to exceed those 
suggested by the Government. Compensation received 
under the program is reflected as a reduction of crude 
oil and product purchases. The Federal Government 
also compensates producers of synthetic crude oil. 
Compensation received by the Corporation for its 
share of production from the Syncrude Project is 
included in operating revenue. 


(h) Income Taxes 

The Corporation makes full provision for income 
taxes deferred as the result of claiming depreciation, 
exploration, development and other costs for income 
tax purposes which differ from the related amounts 
charged to expense in the financial statements. The 
Corporation accounts for investment tax credits on 
the flow-through method. 


(i) Translation of Foreign Currency 


Current assets, except inventories and prepaid 
expenses, current liabilities and long-term debt are 


2. Change in Accounting Policy 


translated at rates of exchange in effect at the 
balance sheet date. Long-term assets, inventories, 
prepaid expenses, deferred income taxes and redeem- 
able preferred shares are translated at rates of exchange 
in effect at the respective transaction dates. Revenue 
and expense items are translated at the average 

rates of exchange in effect during the year, except 
for depreciation, depletion and amortization which 
reflect rates of exchange at the date when the assets 
were acquired. 

The resulting exchange gains or losses are included 
in earnings, except for unrealized exchange gains or 
losses arising on translation of long-term debt which 
are deferred and amortized over the remaining term 
of the debt. 

Foreign operations are integrated with the Corpor- 
ation’s other activities and are translated in the above 
described manner. 


(j) Pension Plans 

Costs of pension benefits for current services of 
employees are funded and charged to earnings as 
they accrue. Costs arising from amendments to 
pension plans which relate to services of employees 
in prior years and experience deficiencies are funded 
in accordance with applicable pension legislation and 
charged to earnings over periods not exceeding 
fifteen years. 


a SY 


Effective January 1, 1984 the Corporation changed 
its method of accounting for translation of foreign 
currency in accordance with the recommendations 
issued by the Canadian Institute of Chartered 
Accountants (Note 1(i)). 

Prior to 1984, the long-term debt repayable in 
foreign currencies was translated at rates of exchange 
in effect when the debt was incurred and exchange 
gains or losses were included in earnings as realized. 


While the effect of this change on the current year’s 
earnings is not material, a deferred charge of 
$9 085 000 has been recognized at December 31, 
1984 (Note 7). 

This change, which would not have had a material 
effect on 1983 earnings, has been applied 
prospectively. 


3. Acquisitions 


SSS SSS 


(a) Petro-Canada Products Inc. (“Products”) 

Pursuant to a tender offer dated February 28, 1983 
the Corporation committed to acquire all of the 
outstanding voting and non-voting shares of Products 
(formerly BP Refining and Marketing Canada Limited) 
for an aggregate consideration (including estimated 
expenses) of $419 805 000. 

Effective March 1, 1983 the Corporation acquired 
100% of the voting shares and 9.4% of the non- 
voting shares for a consideration of cash and accrued 
expenses of $121 586 000. During 1984 the Corpor- 
ation acquired an additional 0.4% of the outstanding 
non-voting shares for a cash consideration of 


Book value of acquired assets 
Book value of assumed liabilities 


$1 165 000, which increased its interest to 9.8% of 
the non-voting shares. Under the offer the Corpor- 
ation has agreed to acquire all of the outstanding 
non-voting shares, not previously acquired, in 1985 
at a purchase price which reflects an escalation of the 
initial price offered in recognition of an interest 
factor. Accordingly, the minority interest is stated at 
the estimated cost of acquiring all of the outstanding 
non-voting shares not already acquired by the 
Corporation. 

Details of the acquisition, which has been accounted 
for by the purchase method, are as follows: 


$ 508 123 
(378 732) 


129 39] 


Excess of attributed value over book value of acquired net assets: 


Refining and marketing 
Long-term debt 


Net assets acquired at attributed value 
Minority interest at December 31, 1984 (Note 9) 


Consideration to December 31, 1984 


During the period January | to February 20, 1985 
the Corporation acquired an additional 87.4% of the 
outstanding non-voting shares for an aggregate 
consideration of $288 275 000, increasing its interest 
to 97.2% of the non-voting shares. Funds were 
provided from cash held for use in tender offer of 
$123 000 000 (Note 5) and from an issue of long- 
term debt of $165 275 000. The offer is open until 
February 25, 1985 and it is proposed that the 


4. Inventories 


$286 089 


4 325 290 414 


419 805 
297 054 


> 122 751 


Corporation will redeem, on or before May 27, 
1985, any shares not acquired under the offer at 
$15.34 per share. 


(b) Panarctic Oils Ltd. (“Panarctic”) 

During 1984 the Corporation acquired additional 
common shares in Panarctic in consideration for 
exploration expenditures incurred, and maintained its 
interest at 54.4% of the outstanding common shares. 


a a a I ES SS DS gE ES SE 


Inventories consist of: 


Crude oil, refined products and merchandise 
Materials and supplies 


1984 1983 
$768 774 $601 100 
76 941 109 906 
$845 715 $711 006 
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5. Investments 


Investments consist of: 


At equity 
Petro-Canada Centre 
Westcoast Transmission Company Limited 
Sedpex Inc. 
Other 


At cost 
Cash held for use in tender offer (Note 3) 
Mortgages and other investments 
Canertech Inc. 


Petro-Canada Centre 

At December 31, 1984 the Corporation held 50% of 
a joint venture which owns Petro-Canada Centre, an 
office complex in Calgary. The Corporation has 
entered into a long-term lease for use of a portion of 
the complex (Note 20) and has guaranteed $64 500 000 
of long-term debt related to the facility. 


Westcoast Transmission Company Limited (“Westcoast”) 
At December 31, 1984 the Corporation held 31.2% 
of the total outstanding common shares of Westcoast. 

The value assigned to the investment in Westcoast, 
when it was acquired by the Corporation, and the 
cost of subsequent share purchases exceeded the 
underlying net book value at the dates of acquisition. 
This excess is being amortized over the estimated 
useful lives of the underlying assets to which it is 
attributed by charges against the Corporation’s share 
of Westcoast’s net earnings. 

Westcoast is a regulated utility and is subject to 
regulatory directives which may change the compo- 
nents of the cost of service. Changes resulting from 
such directives do not have a direct effect on net 
earnings due to rate of return on rate base considera- 
tions which are also taken into account in the 
regulatory process. 

At December 31, 1984 and 1983, the quoted 
market value of the Corporation’s investment in 
Westcoast was $190 924 000. 


1984 1983 
$222 505 $ 86 353 
176 984 173 949 
20 952 18 133 

4 418 A247 
131 879 — 
43 114 29 587 
$599 852 $312 269 


Sedpex Inc. 

At December 31, 1984 the Corporation held 50% of 
the total outstanding common shares of Sedpex Inc., 
a company which owns a semi-submersible drilling 
vessel. This vessel is under lease to the Corporation 
(Note 20). 


Canertech Inc. (“‘Canertech’’) 

The accounts of Canertech, a wholly-owned subsid- 
iary company, have been excluded from consolidation 
because a formal plan exists to dispose of the 
investment in the subsidiary. In response to a direc- 
tive by the Government of Canada, the Corporation 
incorporated Canertech in 1981 to develop alternate 
energy sources. At that time the Government indicated 
its intention of purchasing the Corporation’s investment 
at cost and establishing Canertech as an independent 
crown corporation. During 1984 the Government 
directed the Corporation to bring about the dissolution 
of Canertech. The Corporation’s investment in 
Canertech is carried in the accounts at its original 
cost of $1. 


6. Property, Plant and Equipment 
Property, plant and equipment consists of: 
1984 1983 


Accumulated 
Depreciation, 
Depletion and 


Cost Amortization Net Net 
Oil and gas 
Canada 
- non-frontier areas $3 748 266 $ 649 700 $3 098 566 $3 024 133 
- frontier areas 1 139 088 214 890 924 198 778 585 
Foreign 142 824 60 221 82 603 60 977 
Refining and marketing 1 602 230 208 962 1 393 268 1 361 741 
Oil sands 
Syncrude Project and related 
leases 574 653 73 947 500 706 484 610 
Other oil sands leases and 
expenditures thereon 265 052 49 791 215 261 162/997 
Natural gas liquids 183 765 50 965 132 800 134 418 
Other property and equipment 337 463 79 499 257 964 240 228 
$7 993 341 $1 387 975 $6 605 366 $6 247 689 


*Cost is net of related Petroleum Incentive Program grants. 


7. Deferred Charges 


Deferred charges consist of: 


1984 1983 
At cost 

Oil sands overburden removal costs $41 511 $38 208 
Less portion related to oil sands to be mined within one year 10 730 7 734 
30 781 30 474 
Polar Gas Project 18 651 17 626 

At amortized cost 
Marketing reidentification 35 274 30 202 
Translation adjustment on long-term debt 9 085 — 
Other 5 415 360 


$99 206 $78 662 
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8. Long-Term Debt 


Long-term debt consists of: 


Maturity __—_—_—_—«i1984 Soar tenes 
In Canadian dollars 
8.25% unsecured notes 1993 $ 14 375 $ 14 143 
Promissory notes, bearing interest at prime rate 1985 13 192 15 692 
Unsecured loans, bearing interest at prime rate 
to %2% above prime rate 1985 9 500 26 722 
5.75% unsecured notes 1986 6 961 8 265 
Other loans and long-term obligations 1985 - 1997 1 923 10 222 
In United States dollars 
9% unsecured notes ($45 000 000 U.S.) 1996 59 466 57 976 
7.75% unsecured notes ($16 000 000 U.S.) 1993 21 142 16 191 
8.45% unsecured notes ($15 000 000 U.S.) 1987 19 821 23 992 
5.25% unsecured notes ($6 500 000 U.S.) 1985 8 589 12 835 
5.75% - 6.25% mortgages ($1 574 000 U.S.) 1988 2 080 2 370 
157 049 188 408 
Less current portion 47 102 30 252 


$109 947 $158 156 


Repayment of long-term debt 

The minimum repayment of long-term debt in each 
of the next five years is as follows: 

1985 - $47 102 000 

1986 - $19 364 000 

1987 - $13 039 000 

1988 - $ 7 317 000 

1989 - $ 7 315 000 


9. Minority Interest in Subsidiaries 
ee 
Minority interest in subsidiaries consists of: 


1984 1983 

Panarctic 
Common shares $138 278 $135 254 
Equity in earnings (15 519) (10 558) 
122 759 124 696 


Petro-Canada Products Inc. 
Non-voting common shares 297 054 298 219 


$419 813 $422 915 


10. Redeemable Preferred Shares 


The redeemable preferred shares, which were issued 
by a subsidiary to a group of Canadian chartered 
banks, are floating rate, cumulative, redeemable 
and non-voting. The shares are redeemable, at the 
option of the subsidiary, at $100 U.S. per share, 
plus accrued dividends. In 1984 the subsidiary exer- 
cised its option to redeem 700 000 shares (1983 - 
600 000 shares) for a consideration of $70 000 000 
U.S. (1983 - $60 000 000 U.S.) and 11 200 000 
shares were outstanding at December 31, 1984. 
Under the terms of an agreement between the 
banks and the Corporation, in the event that the 
subsidiary does not exercise its option to redeem the 


11. Capital 


shares over a nine year period ending December 31, 
1993, or in the event of certain other occurrences 
under the provisions of the agreement, the banks 
have the option to require the Corporation to pur- 
chase the shares at $100 U.S. per share, plus accrued 
dividends. These annual options increase from 

$75 000 000 U.S. to $170 000 000 U.S. over the 
remaining period. 

Cumulative dividends, payable quarterly, are, at 
the option of the subsidiary, based on a percentage 
of either the United States Base Rates or the London 
Inter-Bank Offered Rates of the banks. At December 31, 
1984, the dividend rate was approximately 6% 
per annum. 


SSS SSS 


Authorized 

In the aggregate the authorized capital is: 

(a) 71 188 common shares with a par value of 
$100 000 each. 

(b) Preferred shares issued to the Government of 


Issued (to the Government of Canada) 


Canada provided that the amount of such shares 
together with any loans received, and outstanding, 
from the Consolidated Revenue Fund of the 
Government of Canada is not in excess of $1 billion. 


Number of 
Shares 
Common Shares 
Balance at beginning of year 27 633 
For cash 4 250 
For funds received from the 
Canadian Ownership Account — 
Balance at end of year 31 883 
Preferred Shares 
Balance at beginning and 
end of year 972 771 853 


Total Capital at End of Year 


The preferred shares have a par value of $1 each, are 
redeemable at par at the option of the Corporation, 
carry no stated rate of dividend and are non-cumulative. 


1984 1983 

Number of 
Consideration Shares Consideration 
$2 763 300 20297] $2 122 100 
425 000 S161 > 367 500 
_ PTB) 273 700 
3 188 300 27 633 2 763 300 
972 772 972 771 853 972 772 
$4 161 072 $3 736 072 


Si 
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12. Taxes Other than Income Taxes 


Taxes other than income taxes consist of: 


Federal sales tax 
Petroleum and gas revenue tax 
Other 


13. Income Taxes 


1984 


$184 508 


118 536 
40 740 


$343 784 


1983 


$148 327 
106 850 
30 459 


$285 636 


The provision for income taxes of $358 892 000 


The computation of the provision, which requires 


(1983 -$248 966 000) represents an effective rate of | adjustment to earnings before income taxes for 


59.3% (1983 - 66.2%) on earnings before income 
taxes of $605 463 000 (1983 -$376 206 000). 


Earnings before income taxes 
Add (deduct) 
Royalties and other payments to provincial governments 
Federal allowances 
Resource allowance 
Tax depletion 
Inventory allowance 
Petroleum and gas revenue tax 
Non-deductible amortization of excess of attributed value over book 
value of assets acquired on purchase of subsidiary companies 
Non-deductible depreciation, depletion and amortization 
Equity in earnings of affiliates 
Foreign exchange (gains) losses 
Other 


Earnings as adjusted before income taxes 


Canadian federal income tax at 46% (1983 - 46.9%) applied 
to earnings as adjusted 
Provincial and other income taxes, net of federal abatement 
Deduct tax rebates and credits 
Federal investment tax credit 
Provincial income tax rebate plans 
Scientific research tax credits 


Provision for income taxes 


1984 
$605 463 


327 560 


(245 909) 
(29 268) 
(10 498) 
118 536 


83 566 
24 284 
(20 536) 
(4 846) 

291 


$848 643 


$390 376 
3 721 


(18 829) 
(9 080) 
(7 296) 


$358 892 


non-taxable and non-allowable items, is as follows: 


1983 
$376 206 


302 698 


(221 470) 
(31 157) 
(22 560) 
106 850 


63 966 
21 646 
(24 227) 
8 846 
2 066 


$582 864 


$273 363 
9 909 


(18 025) 
(14 211) 
(2 070) 


$248 966 


14. Working Capital Provided from Operations 


Working capital provided from operations consists of: 


Net earnings before extraordinary items and dividends on 
redeemable preferred shares 
Add (deduct): 
Depreciation, depletion and amortization 
Deferred income taxes 
Equity earnings, net of dividends received 
Other 


15. Change in Components of Operating Working Capital 


The increase (decrease) in operating working capital 
consists of the following movements during the year: 


Accounts receivable 

Inventories 

Income taxes recoverable 

Deposits and prepaid expenses 
Accounts payable and accrued liabilities 
Current portion of long-term debt 


1984 1983 


$251 532 $133 063 
367 911 329 897 
331 056 227 788 

(5 302) (9 900) 
(5 668) (4 533) 


$939 529 $676 315 


1984 1983 


Operating working capital deficiency acquired upon acquisition of 


BP Refining and Marketing Canada Limited 


16. Pension Plans 


Based on the most recent actuarial valuations of the 
Corporation’s pension plans the unfunded past 
service pension obligations at December 31, 1984 are 


17. Material Transactions with Related Parties 


The Corporation has transactions with the Govern- 
ment of Canada and its agencies which are in the 
normal course of business and are therefore on the 
same terms as those accorded to non-related parties. 


$ 40 018 $ 38 274 
134 709 (44 285) 
(4 229) 55 892 

2 720 6.237 
(15 382) (141 780) 
(16 850) 43 034 
— 8 143 


___$140986 8. (34.485) 


approximately $54 000 000. All accrued, including 
vested, benefits at December 31, 1984 are fully 
funded. 
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18. Segmented Information 


The Corporation operates principally in the following business segments: 


Natural Resources 


Exploration, development and production activities 
for crude oil, natural gas, field liquids, sulphur, oil 
sands, coal and minerals; extraction of liquids from 
natural gas; transportation, distribution and marketing 


of the natural gas liquids. 


The financial results of operations by business segment are as follows: 


Sales to customers 
Inter-segment transfers 


Total Operating Revenue 


Product costs and operating 
expenses 

Depreciation, depletion 
and amortization 

Taxes other than income taxes 


Total Operating Expenses 
Operating Earnings 


Marketing, general and 
administrative expenses 

Provision for income taxes 

Investment and other income 

Other depreciation and amortization 

Interest on long-term debt 

Minority interest 

Other interest 


Earnings Before Extraordinary 
Items and Dividends on 
Redeemable Preferred Shares 


Inter-segment transfers are accounted for at market value. 


Refined Oil Products 


Purchase and sale of crude oil; refining crude oil into 
oil products; distribution and marketing of these and 
other purchased refined oil products. 


Natural Resources Refined Oil Products Eliminations Total 

1984 1983 1983 1984 1983 1984 1983 

$1 450 252 $1 175 122 $3 431 041 $2 948 695 — $ — $4 881 293 $4 123 817 
88 572 216 016 _ (88 572) (216 016) —_— — 

1 538 824 1 391 138 3431041 2 948 695 (88 572) (216016) 4 881 293 4 123 817 
534 472 467 705 2 809 601 2551 819 (88 572) (216016) 3255501 2 803 508 
254 473 221 981 85 494 86 998 — -— 339 967 308 979 
121 688 109 713 222 096 175 923 — — 343 784 285 636 
910 633 799 399 3117191 2 814 740 (88 572) (216016) 3939 252 3 398 123 

$ 628191 $ 591 739 $ 313850 $ 133 955 942 041 725 694 
(407 442) (345 744) 

(358 892) (248 966) 

110 132 48 526 

(27 944) (20 918) 

(11 324) = (29 027) 

4 961 5 823 

_: (2 325) 

(690 509) (592 631) 


Natural resources segment revenue consists of: 


1984 

Crude oil and 
field liquids $ 867 366 
Natural gas liquids 325 058 
Natural gas 284 522 
Other 61 878 
$1 538 824 


1983 


S99 562 
319 594 
238 220 

33 742 


$1 391 138 


$ 251 532 $ 133 063 


Refined oil products segment revenue consists of: 


Gasoline 
Distillates 
Other 


$3 431 041 


1984 1983 

$1 813 981 $1 545 048 
1 025 140 872 508 
591 920 Solel52 
$2 948 695 


niet 


Note 18. (Continued) 


The identifiable assets at December 31, and the 
capital expenditures for the year, by business segment, 
are as follows: 


1984 
Natural resources $5 514 126 
Refined oil products 2 652 369 
Other 888 787 


$9 055 282 


Other identifiable assets include cash and short-term 
deposits, investments in other companies, general 
corporate assets and miscellaneous corporate ventures. 


Capital expenditures are before deduction of related Petroleum 
Incentive Program grants. 


19. Comparative Figures 


Certain reclassifications have been made to the 
1983 comparative figures to conform with the current 
year’s presentation. 


20. Commitments and Contingencies 


Identifiable Assets Capital Expenditures* 
1983 1984 1983 
$5 201 776 $ 969 455 $ 835 664 
2 426 954 141 885 110 924 
610 295 204 900 83 460 
$8 239 025 $1 316 240 $1 030 048 


ENE nn nnn SSS SSS SSS 


(a) Commitments 

The Corporation has leased certain offshore drilling 
vessels and ancillary equipment for periods of one 
to five years. The offshore vessels are used by the 
Corporation during the Canadian drilling season and 
the rentals are shared with joint venture participants. 
The vessels are available for sublease when not 
required by the Corporation. 

The gross lease rentals for the offshore vessels 
together with minimum annual rentals for Petro- 
Canada Centre (Note 5) and other non-cancellable 
operating leases are estimated at $166 000 000 in 
1985, $137 000 000 in 1986, $100 000 000 in 1987, 
$44 000 000 in 1988, $29 000 000 in 1989 and 
$14 000 000 per year thereafter until 2008. 


(b) Contingencies 

The Corporation is involved in litigation and claims 
associated with normal operations. Management is 
of the opinion that any resulting settlements would 
not materially affect the financial position of the 
Corporation. 
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Petro-Canada 

Supplementary Financial Information 
Reporting the Effects of Changing Prices 
(Unaudited) 


December 31, 1984 


Basis of Presentation 

Petro-Canada’s financial statements report financial 
information on the basis of historical cost in accord- 
ance with generally accepted accounting principles. 
Although the rate of inflation declined substantially 
in 1984, during recent years the economy has 
experienced significant inflationary increases and many 
of the effects of such increases are not reflected in 
the traditional financial statements. The additional 
costs required to replace current inventories and 
property, plant and equipment, and the effects of 
holding net monetary liabilities or assets are not 
reflected in the historical cost financial statements. 
The Canadian Institute of Chartered Accountants 
(“CICA”) has issued recommendations relating to the 
preparation of information reporting the effects of 
changing prices. These recommendations are consid- 
ered experimental by the CICA. The intent is to 
determine if this information is helpful to the users of 
financial information in their assessment of an 
enterprise. The following information has been 
prepared based upon the CICA recommendations, 
except for the computation of the provision for income 
taxes which is addressed below. 

While Petro-Canada has prepared this information 
using what are considered to be reasonable assump- 
tions it should be noted that the recommendations 
call for a degree of subjective judgement and materi- 
ally different results could be obtained if other equally 
valid assumptions were used. Additionally, the 
recommendations recognize that the cost of explora- 
tion and development required to replace oil and 
gas reserves is subject to a high degree of uncertainty. 
Despite this the recommendations call for the esti- 
mating of the current cost of oil and gas reserves and 
suggest the use of indices. Petro-Canada has followed 
this approach but cautions that these current cost 
estimates may be misleading and do not necessarily 
represent amounts for which the reserves could be 
bought or costs which would be incurred in future 
periods if the reserves were replaced. 


Explanation of Information 

The schedule of Balance Sheet Items on a Current 
Cost Basis reports the current cost of inventory and 
property, plant and equipment and the effect of the 
current cost adjustments on net assets. The current 
cost of property, plant and equipment has been 
calculated through the use of indices. Net assets 
represents the historical common shareholder’s equity 
adjusted for the current cost adjustments. 

The Consolidated Statement of Earnings on a 
Current Cost Basis presents a comparison of the 
Corporation’s statement of earnings as presented in 
the historical cost financial statements with similar 
data prepared on a current cost basis. Equity earn- 
ings have been adjusted to reflect Petro-Canada’s 
share of affiliates’ current cost adjustments. Crude 
oil and product purchases expense has been adjusted 
to reflect the current cost of these purchases at the 
time of use. Depreciation, depletion and amortization 
expense has been adjusted so that it reflects the 
estimated current cost of replacing the operating 
capacity of property, plant and equipment. The 
CICA recommends that the amount of income tax in 
the computation of earnings on the current cost 
basis be the same as the amount charged against 
earnings in the historical cost financial statements. 
However, the Corporation believes that it is more 
appropriate to adjust the provision for deferred 
income taxes in recognition of the higher cost of 
sales and depreciation, depletion and amortization 
expense. Since this unaudited supplementary informa- 
tion is experimental, these adjustments have been 
reflected in the computation of deferred income taxes 
in the Consolidated Statement of Earnings on a 
Current Cost Basis. Had the Corporation followed 
the CICA recommendations with regard to income 
tax expense in the computation of current cost earnings, 
the provision for deferred income taxes would have 
been $331 056 000. It should be noted that there is 
no deduction under current tax law for these current 
cost adjustments. Minority Interest has been adjusted 
to reflect its share of the current cost depreciation, 
depletion and amortization expense adjustment. 


The schedule of Other Supplementary Current Cost 
Information presents the remaining financial informa- 
tion required by the recommendations. The financing 
adjustment represents the portion of current cost 
adjustments that relate to the net monetary liabilities 
of Petro-Canada. The CICA has defined this as “the 
amount of changes during a reporting period in the 
current cost of assets held by an enterprise that, on 
the basis of the existing relationship between debt 
and equity, do not need to be charged against 
present and future revenues to provide for main- 
tenance of the common shareholders’ proportionate 
interest in the operating capability of the enterprise” 
The second portion of the schedule isolates the 
inflation component from the total increase in current 
cost of property, plant and equipment. The final 
information presented is the gain in general purchas- 
ing power that results from having net monetary 
liabilities. This arises because inflation erodes the 
purchasing power of money and therefore where 
there are net monetary liabilities a “gain” is recog- 
nized due to the net monetary liabilities requiring 
the use of less “purchasing power” over time during 
inflationary periods. 

The CICA recommendations also require the disclo- 
sure of oil and gas reserve data, net after royalties. 
The schedule of Supplementary Reserve Information 
provides this information. 
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Petro-Canada 


Balance Sheet Items on a Current Cost Basis 
As at December 31, 1984 


(stated in thousands of dollars) 


As reported in 
the historical 
cost statements 


$ 845 715 Inventory 
$6 605 366 Property, plant and equipment, net 
$4 576 579 Net assets (shareholder’s equity) 


Consolidated Statement of Earnings 


on a Current Cost Basis 
For the Year Ended December 31, 1984 


(stated in thousands of dollars) 


As reported in 
the historical 
cost statements 


Revenue 
$4 881 293 Operating 
£02132 Investment and other income 
4 991 425 
Expenses 
2 780 170 Crude oil and product purchases 
475 331 Producing and refining 
407 442 Marketing, general and administrative 
367 911 Depreciation, depletion and amortization 
343 784 Taxes other than income taxes 
11 324 Interest on long-term debt 
4 385 962 
605 463 Earnings Before Undernoted Items 
Provision for Income Taxes 
331 056 Deferred 
27 836 Current 
358 892 
246 571 
4 961 Minority Interest 
Net Earnings for Year Before Dividends on 
Zaz Redeemable Preferred Shares 
100 083 Dividends on Redeemable Preferred Shares 
Net Earnings for Year After Dividends on 


$ 151 449 Redeemable Preferred Shares 


Current 
cost basis 


$ 845 715 


$8 846 707 
$6 817 920 


Current 
cost basis 


$4 881 293 
107 305 


4 988 598 


2 805 613 
475 331 
407 442 
466 207 
343 784 

11 324 


4 509 701 


478 897 


290 396 
27 836 


3182232 
160 665 


6 812 


167 477 
100 083 


$ 67 394 


Other Supplementary Cost Information 
For the Year Ended December 31, 1984 


(stated in thousands of dollars) 


(1) Financing adjustment 


Based on the amount of changes during the year in the current cost amounts 


of property, plant and equipment 


Based on the current cost adjustments made to net earnings during the year 


(2) Increase in the current cost amount of property, plant and equipment 


Effect of general inflation 


Excess of the effect of general inflation over the increase in current cost 


(3) Gain in general purchasing power from having net monetary liabilities 


Supplementary Reserve Information 
As at December 31, 1984 


$ 42 458 
$ 24 203 


$191 732 
317 818 


$126 086 
$ 58 596 


a a es i ie 


Proven reserves, net after royalties at 
December 31, 1983 

Revisions of previous estimates 

Extensions and discoveries 

Production 


Proven reserves, net after royalties at 
December 31, 1984 


The above figures do not include Petro-Canada’s 
17% interest in the synthetic crude oil reserves of 
Syncrude Canada Limited (““Syncrude’’) (25 400.0 
thousand cubic metres before royalties at December 
31, 1984). Pursuant to an agreement between the 
Province of Alberta, as lessor of the oil sands 

leases, and the Syncrude participants the Province 
has the right to 50% of Syncrude’s deemed net 
profits, as defined in the agreement. At the Province’s 


Natural Gas Natural 

Oil Liquids Gas 

(thousands (thousands (millions 

of cubic metres) of cubic metres) of cubic metres) 


33 284.1 5053.1 108 778.6 

4 143.0 41.1 (5 290.2) 

772.8 — 338.6 

(2 832.9) (408.2) (3 410.6) 
4 686.0 


35 367.0 100 416.4 


option, this right may be converted to a 7.5% gross 
production royalty at any time. Both the 50% of 
deemed net profits and the 7.5% gross production 
royalty are subject to change under certain circum- 
stances. In view of these options, and the attendant 
uncertainties relating to future prices and costs, the 
Corporation has not presented its synthetic crude oil 
reserves net of royalties. 
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Petro-Canada 


Five Year Operating Summary 


Oil and Gas Landholdings (Gross/Net) 
(millions of hectares) 
Non-frontier areas 

Conventional 

Oil sands 


Frontiers 
International 


Total oil and gas landholdings 


Wells Drilled (Gross/Net) 
Non-frontier areas — exploratory wells 
Oil 
Gas 
Dry and abandoned 
Suspended 


Non-frontier areas — development wells 
Oil 
Gas 
Dry and abandoned 


Frontiers and international — exploratory and 
development wells 
Oil 
Gas 
Dry and abandoned 
Suspended 


Total wells drilled 


Proven Reserves (Net Before Royalties) 
(Note 3) 
Natural gas (billions of m?) 


Crude oil (millions of m*) 

Natural gas liquids (millions of m*) 
Synthetic crude oil (millions of m*) 
Foreign crude oil (millions of m*) 


Total crude oil and natural gas liquids 
(millions of m?*) 


171/91 
95/50 


___ 19/0 


285/151 


1984 1983 
(Note 2) 

4.8/2.4 6.0/3.1 
0.9/0.3 0.9/0.3 
Cahora 6.9/3.4 
41.6/20.5 54.4/25.0 
2.8/0.4 1.7/0.1 
50.1/23.6 63.0/28.5 
65/45 41/30 
25/11 24/16 
69/43 61/43 
5/4 7/5 
164/103 133/94 
344/133 148/84 
16/6 WAND 
24/10 9/5 
384/149 174/101 
6/1 5/1 

9/2 6/2 
24/7 13/4 
2/1 1/1 
41/11 25/8 
589/263 332/203 
120.4 134.3 
48.4 45.0 
6.4 7.4 
25.4 26.3 
0.8 0.9 
81.0 79.6 


1982 1981 
(Note 2) 

6.4/3.3 (9), 59/3}.,5) 
0.8/0.3 0.8/0.3 
VABAS TMW3ce 
SS WASH 57.3/28.7 
0.6/0.1 0.6/0.1 
63.5/29.3 Gor2/B226 
22/32 46/25 
28/15 54/23 
46/35 68/33 
2/1 4/3 
128/83 172/84 
129/68 73/39 
138/86 100/53 
49/31 20/11 
316/185 193/103 
6/1 7/1 

Syil 4/1 

10/2 6/1 
0/0 0/0 
19/4 17/3 
463/272 382/190 
135.8 138.3 
47.1 47.0 
Voll Se) 
27.4 28.3 
0.9 ill 
83.1 84.6 


(Note 2) (Note 2) 

Daily Production (Net Before Royalties) 
Natural gas (millions of m?) 10.8 10.0 10.6 10.7 9.3 
Crude oil (thousands of m?) 10.3 9.3 9.3 9.8 8.8 
Natural gas liquids (thousands of m?) 1.5 1S 1S 135 iG 
Natural gas liquids from straddle plant 

(thousands of m3) 2.6 25 29 2.6 2A 
Synthetic crude oil (thousands of m?) 2.3 3.0 2.3 Ori is) 
Foreign crude oil (thousands of m3) 0.4 0.5 0.2 0.2 0.2 
Total crude oil and natural gas liquids 

(thousands of m?) 17.1 16.8 16.0 16.2 14.0 
Refining 
Refinery crude capacity (thousands of m? per day) 32 By) 19 15 2 
Refinery runs (thousands of m? per day) 28 25 17 13 2 
Refinery utilization (per cent) 86 78 86 87 94 
Marketing 
Wholesale and retail marketing outlets 2 716 3 107 1 605 1 504 407 
Petroleum product sales (thousands of m3 per day) 

Gasoline 13-9 12.9 Ted 6.9 2.6 

Distillates 9.6 8.7 mie! 4.1 iP) 

Other including petrochemicals 6.4 Dee) 2.9 2.0 0.1 
Total petroleum product sales 29.9 Zi sl LSS 13.0 3.9 
Employees 
Number at year end 6 697 6 601 6 166 5 801 27823 
Notes: 


. Certain reclassifications have been made to the figures previously 
reported for earlier years to reflect subsequent changes in 
reporting presentation. 

. Operating results are included from May 12, 1981 for the 
former Petrofina Canada Inc. operations, and from March 1 
1983, for the former BP Refining and Marketing Canada 
Limited operations. Operating results for Panarctic Oils Ltd. 
have not been included. 

. Proven reserves do not include any reserves associated with 
frontier discoveries in Northern Canada and the East Coast 
offshore. 
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Petro-Canada 
Five Year Financial Summary 


(stated in thousands of dollars) 


Summary of Earnings 


Revenue 
Expenses 


Add (deduct) 

Provision for income taxes 
Gain on sale of subsidiary 
Minority interest 


Earnings before extraordinary items and 
dividends on redeemable preferred shares 
Extraordinary items 


Net earnings before dividends on 
redeemable preferred shares 
Dividends on redeemable preferred shares 


Net earnings after dividends on 
redeemable preferred shares 


Other Financial Data 
Internally generated cash 


Expenditures on property, plant 
and equipment 


Petroleum Incentive Program grants 
Total assets 

Working capital 

Long-term debt (Note 3) 
Redeemable preferred shares 


Shareholder’s equity 


Notes: 


. Certain reclassifications have been made to the figures previously 
reported for earlier years to reflect subsequent changes in 


reporting presentation. 


. Financial results are included from May 12, 1981, for the 
former Petrofina Canada Inc. operations, from May 1, 1982, 
for the operations of Panarctic Oils Ltd., and from March 
1, 1983, for the former BP Refining and Marketing Canada 


Limited operations. 
Long-term debt includes current maturities. 


1980 


$1 023 398 


704 248 


319 150 


(155 464) 


163 686 
LO7Ro3e 


1984 1983 

(Note 2) 

$4991 425 $4 172 343 
4 385 962 3 796 137 
605 463 376 206 
(358 892) (248 966) 

4 961 5) toy78} 

DS SRY? 133 063 
— (16 515) 

251 532 116 548 
100 083 86 379 

$ 151449 $30 169 
$1011 249 $§ 747070 
1 151 820 1 019 252 
380 304 468 488 

9 055 282 8 239 025 
895 843 777 622 
157 049 188 408 

1 312 080 1 394 085 
4 576 579 4 010 560 


1982 1981 

(Note 2) (Note 2) 
$2 788 136 $2 674 603 
2 481 013 2 245 585 
307 123 429 018 
(188 298) (225 174) 

7 082 — 

4 735 — 

130 642 203 844 
130 642 203 844 
120 082 138 971 

$ 10560 $ 64873 
$4592) 840m 5S 6535/22 
974 096 594 601 
299 892 138 764 

T S52, Mus 6 612 533 
793 562 685 299 
330 686 I Sil2 Was 

1 464 375 1 464 375 
3 341 848 1 640 444 


$ 477 441 


424 379 
3 766 766 
135.205 
283 075 
1 464 375 
1 114 599 
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